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National Planning Is the Chief Factor 
In the Condition of Banking and Business 


President Roosevelt, on March 5, in Constitution Hall, asked business men from all 
over the country to raise wages and decrease working hours. The photo above was 
taken during the meeting which heard the Administration’s NRA proposals 


The Condition of BANKING 


E condition of banking in a fundamental way reflects 
the entire business situation. On the face of things there 
has been much improvement. Deposits are increasing, 

those in the reporting member banks showing an increase, 
exclusive of Government deposits, of $283,000,000 in Febru- 
ary. No bank in the Federal Deposit Insurance Corporation 
has failed since the inception of the system and it is unlikely 
that any bank in the system will be allowed to fail so long as 
R.F.C. funds hold out. Country banks as well as city banks 
report increasing public confidence and bright prospects. 
However, it is evident that with 6,000 or so banks more or 
less supported by Government capital on the one hand and 
over a billion and a third dollars in excess reserves of member 
banks on the other, with decreasing commercial loans, and in- 
vestments in Government bonds increasing at a tremendous 
rate, banking is in an abnormal, artificial condition. Such also 
is the situation of business generally. 

It does not follow necessarily that because business im- 
provement in the past month has occurred chiefly in those 
parts of the country where the Government has been spend- 
ing the most money in bounties, relief, public works or loans, 
the improvement has been due primarily to such expendi- 
tures, but the close connection between the two is evident in 
all returns, and the inference is rather unavoidable. Business 
during late February and up to late March has been decid- 
edly spotty and banking has been quite as variegated. The 
bright spots in both are in the South, Central West and 
Southwest. It goes without saying that conditions in both 
business and banking have been far better this year than in 


the same period of 1933, for a year ago the country had 
reached rock bottom in every line of commercial, industrial 
and financial activity. As compared with more recent months, 
however, the record is not so convincing. There has been im- 
provement but strings have been tied to it. 

Department store sales as reported to the Federal Reserve 
Board illustrate the situation. The increase in sales in Febru- 
ary this year as compared with February last year was 16 
index points, with the 1923-1925 average as 100—that is, to 
70 from 54. By Reserve districts the increases were: Boston, 
9 points; New York, 6; Philadelphia, 8; Cleveland, 29; Rich- 
mond, 11; Atlanta, 37; Chicago, 32; St. Louis, 24; Minne- 
apolis, 18; Kansas City, 21; Dallas, 38; and San Francisco, 
14. In January the average increase was 17 points and the 
distribution much the same as in February. Preliminary fig- 
ures from the larger cities in March indicate a similar in- 
crease and a similar distribution—all of which looks rather 
good. However, the average of 70 points in February was 
only one point above the 69 for November, December and 
January and the same as the 70 in September and October. 
This doesn’t look quite so good, for, if average sales in Febru- 
ary in a weighted index are no better than they were four or 
five months previously, material progress seems a doubtful 
quantity. 

It may be anticipated that final returns for March will 
show more improvement, but that business activity has been 
any greater than seasonal expectations in the four weeks pre- 
ceding Easter would normally justify is doubtful. Compari- 
sons with last year are practically (CONTINUED ON PAGE 52) 
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BENEFICIAL INDUSTRIAL LOAN 


(INCORPORATED IN DELAWARE) 
AND SUBSIDIARY COMPANIES 


It comprises the largest organization of its 
kind in the United States. 

In 1933, when it was extremely difficult 
for the individual of average means to obtain 
credit, the System granted over 365,000 loans, 
totalling more than $52,000,000, an average 
of approximately $145. Consolidated net earn- 


ENEFICIAL INDUSTRIAL LOAN CORPORA- 
B TION, through subsidiaries which operate 
under the Uniform Small Loan Law or 
similar legislation, is engaged in the busi- 
ness of making small loans to persons of 
average means. 

The Corporation's system of personal 


finance companies renders service in more 
than 360 offices located in more than 280 cit- 
ies in 26 states and the Dominion of Canada. 


ingsof the Corporationand its subsidiaries for 
1933, available for common stock, were 
equivalent to $1.70 per share.* 


Condensed Consolidated Balance Sheet, December 31, 1933. 


ASSETS 


Cash.. 


Instalment Notes $44,837,121.90 


Less Reserve for Doubtful Notes 
Miscellaneous Notes and Accounts Receivable, Less Reserve 
(Including $6,480.09 due from employees.) 
Investments—At Cost.... 
(Representing principally securities o 
Purchase Fund for Acquisition of 6% Convertible Debentures ........... eee 
(After reserve for depreciation, $627,706.89.) 

Expenditures for Business Development, Less Amortization..... 
(Capitalized losses of certain offices during limited initial period of operation. ) 
Unamortized Debenture Discount and Expense, Unamortized Commissions and 
Expenses in Connection with Sales of Capital Stocks, and Other Miscellane- 


LIABILITIES 
Notes and Accounts Payable: 
Notes Payable to Banks 
Federal Income Tax-Year 1933. 


$ 5,450,000.00 
245,039.50 
245,469.42 
Employees’ Thrift Accounts... 
Reserves for Taxes, Insurance, etc........ 
6% Convertible Debentures, Due March 1, 1946 
(Less $91,000.00 par value held by subsidiary company.) 
Outside Interests in Capital Stocks of Subsidiary Companies..........ee00 
(Including surplus applicable thereto.) 
Capital Stock and Surplus: 
Prior Preference Stock .. 
(Authorized, 500,000 shares without par value; none issued.) 
Preferred Stock.......+ 10,770,650.00 
(Authorized, 750,000 shares of Series A without par value; annual 
cumulative dividends of $3.50 per share; entitled in liquidation to $50 


per share and accrued dividends; issued 215,663 shares, less 250 shares 
in the treasury)—At $50 per share. 
Common Stock 
(Authorized, 4,000,000 sharesf ‘without par value; issued 2,094,859 
shares, less 2,415 shares in the treasury.) 

4,333,068.19 


Paid-in Surplus......... 
Earned Surplus..........++ 5,689,621.11 


14,916,080.16 


ee 


1372,900 shares are reserved for conversion of the total authorized amount of debentures; and 210,000 
shares are reserved against options to subscribe at $20.00 per share to and including March 1, 1936. 


$ 2,837,218.44 


41,263,559.46 
460,264.01 


1,833,294.25 


32,195.01 
586,385.39 


815,779.36 


670,132.51 
$48,498,828.43 


$ 5,940,508.92 
380,367.92 
1,Q19,416.17 
177,106.03 
4,367,000.00 


305,009.93 


35,709,419.46 
$48,498,828.43 


*A complete copy of the Corporation’s annual report for 1933, containing auditors’ certificate, will be furnished upon request. 


Address: Beneficial Industrial Loan Corporation, 1400 Market Street, Wilmington, Delaware. 
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e SPECIALISTS IN e 


UNITED STATES 
GOVERNMENT 
SECURITIES 


C.J. DEVINEs CO. 


INCORPORATED 
48 WALL STREET, NEW YORK 
HAnover 2-2727 


BOSTON 
SAN FRANCISCO 


ANGELL 


THE FIRST MOVES ARE THE EASIEST 


Recent developments all point to the increasing lure of a new 
economic plan for the nation—a Master Plan—with scores of 
plans to choose from 

CHICAGO 
PHILADELPHIA 


UBLIC debt of the United States, $25,000,000,000. 

Obligations of the United States held by all banks, $12,500,000,000. 
Stabilization Fund, United States Treasury, to control currency and maintain the 

value of Government obligations, $2,000,000,000. 
Net balance, United States Treasury, March 1, 1934, $4,901,768,919. 
Government advances to commerce, industry, agriculture and finance, $4,000,- 


000,000. 


Excess reserves, member banks, $1,350,000,000. 
Reserve bank advances to commerce, industry, agriculture and finance, $107,- 


000,000. 
Member banks: 
Loans and Investments 
December 31, 1928 $35,684,000,000 
December 31, 1933 $24,953,000,000 


Reporting Member banks: 


Loans 
October 25, 1933 $8,543,000,000 


March 14, 1934 8,281,000,000 


Decrease $ 262,000,000 


Master Plan 


Usually things do not simply happen; 
they are brought about. If such is the 
case in the credit situation in the United 
States at the present time the inescap- 
able inference from the above figures is 
that a Master Plan is governing Ameri- 
can finance and governing with a definite 
purpose. 


Loans Investments Gov’t Bonds 


70.5% 29.5% 12% 
50.8% 49.2% 29.7% 


GOVERNMENT Bonps 
$4,956,000,000 
6,229,000,000 


Increase $1,273,000,000 


The parts of the plan are neatly mor- 
tised into each other. The Government 
borrows money, half of it from the 
banks. It also has in hand a profit of 
$2,800,000,000 and more as proceeds of 
its dollar devaluation. In spite of an in- 
creasing deficit, it has on hand $4,900,- 
000,000. It lends money to the agricul- 
tural, industrial, commercial and finan- 
cial world. This money, with funds im- 


ELBERT HUBBARD II 
SAYS: 


* EF YOU would really 
feel the spell of the Capital, 
go to The Willard — walk 
where tradition’s step still 
strides the corridors, dine in 
the famous “Crystal Room,” 
stroll through “Peacock Al- 
ley,” internationally famous, 
and enjoy the modernized 
comforts in furnishings and 
service at “The Residence of 
Presidents.” 


Single Rooms with Bath $4 up 
Double Rooms with Bath $6 up 


Oke 
WILLARD HOTEL 


14th and Pennsylvania Avenue 
Washington, D. C. 
H. P. SOMBRVILLE, Managing Director 
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Service, 


rather than the payment of 
interest, is the controlling 
factor in the maintenance 
of correspondent bank 
relationships. That this is 
true is indicated by the 
experience of this bank. 


Since June 16, 1933, 41 
banks situated in 18 dif- 
ferent states have opened 
new demand deposit ac- 
counts with us, with total 
balances of $2,422,000. 


Each new bank account 
opened enables us to handle 
each former account the 
better. By so much have 
we added to our already 
extensive facilities. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus... . $30,000,000 


PAYMENT IN GOLD 


Panama’s Ambassador, Ricardo J. Al- 
faro,, has informed this Government 
that its annual $250,000 Canal Zone obli- 
gation must be paid to Panama in gold 


ported from abroad in the form of return- 
ing gold, flows into the banksand thence 
into the Reserve. The banks and the 
Reserve buy Government bonds be- 
cause they have no other outlet for their 
funds, and the circle is complete. 

There are several important results. 
One is that by reason of the excess of 
funds in the reserves of banks the Gov- 
ernment can borrow money at low rates 
—if it only realized it, almost upon its 
own terms. To make doubly sure of low 
rates it can use its $2,000,000,000 stabi- 
lization fund for the purpose of con- 
trolling the price of its securities. For 
the present, at least, the Treasury is 
definitely in control of the market for 
Government bonds and, indeed, of all 
other lines of credit. 


T.N.T. 


Viewing the matter in another light, 
consider how much credit T.N.T. is con- 
tained in one and a third billion dollars 
in excess reserves. Under the ordinary 
rules of the banking business that means 
that if the distribution of such reserves 
is fairly equable there is potential bank 
credit in these funds to the amount of 
$13,500,000,000, or more than enough 
to expand member bank loans to the 
top limit of the 1926-1929 boom. If to 
the excess reserves are added a billion 
dollars or so of new funds put into the 
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banks by preferred stock and other |THE BEST BOND AND LEDGER PAPERS ARE MADE FROM RAGS 
capital subscriptions by the Govern- 


ment, there is another $10,000,000,000 
of possible bank credit available. The BRI NG A DU ST Pp AN 


use of the $2,000,000,000 stabilization 


fund either to control the bond market 
or control the exchange value of the 
dollar will be another form of inflation. 
There is little prospect that such credit Ui move 
will be used for some time, but when it 

is what assurance is there that it can 

and will be controlled? In the mean- 1) 

while the Master Plan is at work. It 

includes complete control of the Fed- 

eral Reserve System, domination of 

commercial banks by R.F.C. credit and 

capital subscriptions, control of gold 

and all currency matters under the new 

money policy, further control of credit 

under the new central bank powers of 

the Secretary of the Treasury, control 

of security and commodity exchanges, 

and so on, ad libitum, and all tending 

to more extensive national planning, 

greater compulsion, and controlled 

economy operating under increasing 

compulsion. 


Hesitancy 


With so great a volume of bank funds 

seeking investment and with so great a | @ This crumbling but venerable ledger should be a record of 1890 transac- 
volume of credit available, it seems 

peculiar that there has been so little | tions, but it’s only a record of the fact that cheap ledger paper disintegrates 
enthusiasm for stocks and bonds in 
recent weeks. The operation of the 
Securities Act might explain the ab- 
sence of trading in new issues, but it 
me ——— = : oo manent. They are safe papers to entrust with important records. The rag fibre 
listed. Coming (CONTINUED ON PAGE 53) | iso gives them a fine, smooth surface for writing, hard enough to take erasures, 


with age. Stonewall and Resolute Ledgers, on the other hand, will never ride 


in a dustpan because the tough, durable rag fibre they contain makes them per- 


and pliable enough for machine bookkeeping. Stonewall and Resolute come in 


Just a Matter of Degree white, buff and blue, standard sizes and weights. An interesting portfolio of 


samples will be sent on request. Neenah Paper Company, Neenah, Wisconsin. 


STONEWALL 


Neenah Guaranteed Papers also include Prestige and Putnam 
Ledgers and the following Bonds: Old Council Tree, Success, 
Conference, Chieftain, Neenah and Glacier Bonds. Each of these 


grades is shop-tested for printing performance and represents 


a high value in its price range. Samples will be sent on request. 


CARLYLE IN THE DES moInes REGisteR | IDENTIFY RAG-CONTENT QUALITY BY THE NEENAH OWL WATERMARK 


(j 
Ne 
| 
| 
| > a 
= 
> rz 4 - 
| KOS 
| SG ke | 
LY 
| 
| 
| 


AMERICAN BANKERS ASSOCIATION JOURNAL, April 1934 


THE NAME OF ¥Q 


ROM the instant a new 
] bank is conceived, 
thought begins on _ its 
name. That name is finally 
painted in gold upon the win- 
dows and doors and cast in 
bronze or deeply chiseled in 
granite or marble for the en- 
trance. It is the bank’s own 
name—its good name—and 
only through it and what it 
stands for can the bank grow 
and prosper. 


When the charter arrives the 
bank doors swing open for the 
first day of business. Custo- 
mers make their deposits and 
receive their bank books and 
checks. Cordiality and gaiety 
and rejoicing permeate the 
banking room, for a new ship 
has been launched in the tur- 
bulent commercial sea and 
everyone wishes it well. 


That scene may have been en- 
acted a hundred years ago or 
only six months, but always 
the name of the bank receives 
the special consideration of of- 
ficers. Proudly that name 
adorns the entrance; thought- 
fully the type style and possibly 
a trade-mark is selected for the 
letterhead. Studiously the 
name is visualized on checks 
and drafts, pass books and 


THE PROTECTOGRAPH 


CHECK SIGNERS ° 
Sanne PASS BOOKS AND CHECK COVERS ° 


check book covers. Anything 
that has the name of the bank 
on it always receives the special 
consideration of officers. 


Anything that has the name of 
The Todd Company on it al- 
ways receives our special con- 
sideration. Today our name 
proudly adorns a superior line 
of products for bank and com- 
mercial use. Super-Safety 
checks and Todd Pantagraph 
are used by leading banks 
throughout the country. Their 
superb writing surface, the 
quality of their lithography, 
the protection they afford de- 
positors commend them to 
favor everywhere. We are the 
only manufacturer of bank 
checks who make our own 
safety paper and do our own 
lithographing and imprinting 


in our own plants. This pro- 
vides a complete service direct 
from manufacturer to user as- 
suring uniform and better pro- 
ducts at reasonable prices. Our 
famous registered Greenbac 
checks, preferred by thousands 
of the country’s leading com- 
mercial organizations, are also 
extensively used in Denmark, 
France, Germany, Belgium, 
Spain, Canada, Mexico, Aus- 
tralia, New Zealand, Central 
and South America, and the 
far East. 


REGISTERED PROTOD-GREENBAC CHECKS ° 
STATIONERY AND BANK SUPPLIES 


For pass books and check book 
covers nothing in the field of 
bank supplies displays the 
name of a bank more effective- 
ly than our distinctive Antique 


Moorish. We also make pass 
books and covers in other ma- 
terials to suit whatever require- 
ment your bank may have. 


For the convenience of bank- 
ers we maintain Imprinting 
Plants in Boston, Brooklyn, Cin- 
cinnati, Chicago, St. Paul, Den- 
ver, Dallas and Birmingham. 
A twenty-four hour service or 
less is available almost every- 
where. We have sales and 
service offices in more than 100 
cities. 


Anything that has the name of 
your bank on it receives your 
special consideration—it will 
receive ours, too. Your name 
will be reproduced with credit 
to both of us when it appears 
on a Todd check or letterhead, 
a pass book or a check book 
cover. 


Bank checks, pass books and 
other stationery prices are ad- 
vancing. Purchases from Todd 
now are money saving invest- 
ments. 


THE TODD COMPANY 


INCORPORATED 


ROCHESTER, N. Y. 


V 


SUPER-SAFETY CHECKS 
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National Credit Control 


By GEORGE E. ANDERSON 


Statesmen whose responsibility is government know a great deal 
about politics. They should be, and many are, fully aware of the 
dangers of political control of credit. They owe it to the country to 
weigh, without bias or selfish interest, the results of political credit 
in recent years. Cooperation between the Government on the one 
hand and an independent banking system on the other is the best 
formula for economic health. This article shows how far we have 
come along the road to control of credit by persons whose principal 
occupation is not industry, agriculture, finance or trade, but the 
winning of elections 


service of industry. The road has been 
traveled easily. There has even been 
great acceleration during the past two 
years under pressure of credit and busi- 
ness difficulties, partly in recent months 
by Government intent, more or less 
generally by what has been considered 
Government necessity. Yet, if the 
principle of Government aid in business 
credit be accepted, each step has been 
more or less inevitable. 

What was once offered agriculture in 
f acute distress is now offered all private 
| activities rather as a matter of course, 
with little or no conscious appreciation 
of its significance on the part of bankers 
or the general public. Inevitably the 
| development of the process has reached 
such proportions as to threaten the 
position of private capital in the na- 
. tional credit system. No private interest 
can compete with the Government in 
any activity to which the latter really 
applies itself. In agriculture, for ex- 


ll 


gress of the United States estab- 
lished the Federal land bank 
system. There was some shaking of wise 
heads at the time. The system was 
regarded as rather advanced. It was 
founded with Government money and 
many people felt that the nation was 
skating on thin ice with the dangerous 
waters of socialism ready to engulf it. 
However, the self-expanding, borrower- = 
capital system under which the Gov- 
ernment’s advances were retired dis- 
armed serious criticism and gradually 
mollified misgivings. Since 1917 the 
ice has visibly thickened... 

It is a long way from the early tenta- 
tive venturings in socialistic farm ex- 
periments to the present elaborate 
setup of agricultural credits with Gov- 
ernment money, or to such refinements 
of Government lending as the new im- 
port and export banks or the inter- 
mediate credit bank system for the 


of the years ago the Con- 
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ample, private capital in banks and 
mortgage loan companies still fur- 
nishes the major portion of needed 
credit, but this proportion is being 
rapidly diminished as the Government 
system of agricultural credit comes 
into full operation. This system now 
covers the credit needs of agriculture 
from the long term mortgage loan 
through the gamut of intermediate 
credits, production loans, crop moving 
loans, seed loans and every other kind 
of loan the farmer can imagine he 
requires. 

From agriculture the system natu- 
rally and more or less inevitably passed 
to commerce, industry and finance. 
Through the R.F.C. the Government 
has set up the greatest loan agency ever 
devised, which in the name of emer- 
gency has been extending credit to 
every phase of national life. Banks 
themselves, heretofore the credit source 
of all activities, have been socialized to 
the extent of over $1,100,000,000 in 
preferred stock and other capital sub- 
scriptions, $700,000,000 in direct loans, 
$800,000,000 to release frozen deposits 
—all from the Federal Treasury—and 
they have been subjected to a deposit 
guaranty system, capitalized in major 
part by the Government and Govern- 
ment-dominated institutions. 

Out of the emergency phases of these 
developments are coming permanent 
Government credit institutions, such as 
these new Government banks. The 
Federal Reserve System is now paral- 
leled by central banking power in the 
Secretary of the Treasury. Savings 
banks, mutual and otherwise, are now 
paralleled by the United States postal 
savings system. Commercial banks are 
now paralleled, with respect to agricul- 
ture, by the new agricultural credit 
system. With respect to commerce and 
industry they are paralleled by the new 
banks now being organized, while the 
operation of commercial banks them- 
selves is passing to an increasing degree 
under the control of the Government 


t 


through the R.F.C., the Deposit In- 
surance Corporation and the control of 
money and credit developed under 
present Federal policies. 


MONEY FOR FARMERS 


AGRICULTURE stands out above 
other activities in this new credit system 
simply because it is the first in the field. 
Other activities are rapidly following, 
and the development of agricultural 
credit on Government money is typical 
of the impending developments in other 
lines. On the first of last January the 
amount of outstanding credit to agri- 
culture, furnished by institutions under 
the control of the Farm Credit Admin- 
istration, amounted to $2,235,423,953. 
The Federal land banks led off with 
$1,287,562,452, followed by the Land 
Bank Commissioner with $120,403,461 
out of the $200,000,000 appropriated by 
Congress for the purpose. The joint 
stock land banks had reduced their 
holdings of mortgages to $343,764,073. 
These banks are operated with private 
capital and do not represent Govern- 
ment-granted credit, although their 
bonds enjoy tax-free privileges and they 
represent a certain drain upon the pub- 
lic treasury. The Federal intermediate 
credit banks had a total of $150,034,634 
in credit outstanding, but during the 
year had put out $280,082,064 in new 
loans. The regional agricultural credit 
corporations had $145,198,172 out- 
standing, and the production credit 
associations $173,216. These institu- 
tions are just commencing to be brought 
into operation as adjuncts to the inter- 
mediate credit bank system. The Crop 


Production Loan Office of the Depart. 
ment of Agriculture had $81,163,700 
outstanding. This service is being 
merged into the production credit asso- 
ciations. The Central Bank for Coop- 
eratives had $14,002,103 outstanding 
and the regional banks for cooperatives 
$1,384,068, which, together with $167,- 
185,667 still remaining in the Federal 
Farm Board’s $500,000,000 revolving 
fund, constitutes the remains of the 
great farm aid effort of 1931. 

At the rate loans have been placed 
between January 1 and March 10 the 
total credit outstanding furnished by 
these institutions under the Farm Credit 
Administration on April 1 will exceed 
$2,800,000,000. The Federal farm banks 
and the Land Bank Commissioner put 
out $127,622,452 in January, $140,- 
650,000 in February and during March 
have been lending money at the rate of 
over $6,000,000 each working day. 
The various regional corporations and 
associations have swung into action at 
the rate of over $50,000,000 a month. 
The aggregate new loans in the first 
quarter of the current year will amount 
to around $650,000,000. 

Then comes the R.F.C.’s credit to 
agriculture. Excluding the Corpora- 
tion’s allocations to various Farm 
Credit Administration organizations, 
it had outstanding, net, $193,618,000 
placed with Federal land banks; $15,- 
177,885 with the joint stock land 
banks; $9,250,000 with the intermediate 
credit banks; $5,211,130 with agricul- 
tural credit corporations; $166,442,905 
with regional agricultural credit cor- 
porations; $12,568,733 with live stock 
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credit corporations; $10,189,587 for 


various “ orderly marketing’’ plans; and 
$160,408,723 in the financing of agricul- 
tural products. Fifty million dollars has 
been granted for the financing of agri- 
cultural exports, of which $10,442,204 
had actually been used, and $16,870,000 
has been set aside for drainage, levee 
and irrigation work, $2,414,000 of 
which had been paid out. The R.F.C. 
thus boosts the Farm Credit Adminis- 
tration’s $2,800,000,000 by another 
$622,866,963. 

The P.W.A., the C.C.C., the T.V.A. 
and the C.W.A. have added to this 
total, but to what degree is a matter of 
estimate or opinion. The P.W.A. has 
allotted the Department of Agriculture 
approximately $8,800,000 for various 
purposes, but this is a grant, not a loan. 
So also is the $35,000,000 or so set 
aside for irrigation, soil erosion and 
similar work, and the $25,000,000 set 
aside for the purchase of sub-marginal 
land—in short, a great part of the 
hundreds of millions of dollars being 
expended by all these agencies is for the 
benefit of agriculture, but most of this 
represents grants. Some of the funds 
loaned the states for relief work have 
gone to agriculture—all as grants. 


KEYSTONE 


There is an impression, quite natural 
under current circumstances, that much 
if not most of these credit outlays for 
agriculture are emergency in their 
nature. The important feature of the 
entire situation, however, is that the 
credit agencies thus set up are perma- 
nent. They represent a coordinated 
whole which permanently supplants 
commercial banks in furnishing credit 
to agriculture. The amount of credit to 
agriculture now outstanding through 
these agencies is large, but it is merely 
the beginning. Most of these agencies 
are just commencing to operate. While 
the Federal land banks have been in 
operation nearly a score of years, they 
have taken on a new lease of life as a 
result of the mortgage refinancing plan 
adopted by Congress guaranteeing in- 
terest on their bonds up to $2,000,000,- 
000 of new money and appropriating 
money to enable them to reduce their 
interest rates on all outstanding mort- 
gages. The result is that mortgages 
taken in the first two months of the 
current year exceed those taken during 
all of last year—in fact they far exceed 
the amount in any previous year. At the 
present time new loans are being written 
at the rate of at least $1,500,000,000 a 


year. These banks are self-perpetuating 
and can expand indefinitely. The sys- 
tem of cooperative banks, of production 
credit and other corporations and asso- 
ciations, is just being organized. It can 
and doubtless will expand indefinitely. 
In short, farm (CONTINUED ON PAGE 46) 


From the founding of the 
Nation, the Treasury has 
played an increasingly large 
part in the affairs of trade, 
commerce and industry 


j 
? 
& ® & ** 


The Experiments 


Have Been Worth While 


By NEIL CAROTHERS 


Professor of Economics and Director of the College 
of Business Administration, Lehigh University 


NE by-product of the New Deal 
@) is the almost incredible amount 
of nonsense that has not only 
been written about it but has actually 
achieved publication. For this the Gov- 
ernment is partly responsible. The 
dramatization of Administration ac- 
tivities, the relentless propaganda in its 
support, the sensationalism of some of 
the Administration officials, the promo- 
tion of the idea that the Administration 
is reconstructing American economic 
life, and Administrative resentment of 
questions or criticism have naturally 
evoked a vast outpouring of public com- 
ment. It has been open season for propa- 
gandists, monetary cranks, demagogues 
and amateur economists. One feels a 
certain sympathy for the weary business 
man who wrote recently that he had in 
the past year read “oceans 
of tripe” and henceforth 
would read no more. 

One unhappy result of 
this publicity is exaggera- 
tion of the meaning and the 
achievements of the New 
Deal. On one side are the un- 
numbered millions who see 
in it an economic revolution, 
the dawn of a new economic 
order. On the other are the 
many who see in it the de- 
struction of our industrial 
order by an economic tyr- 
anny. On the one hand is 
open gloating over the col- 
lapse of capitalism and the 
expropriation of the wealthy. 
On the other is the solemn 
foreboding of those who an- 
ticipate the crumbling of our 
American civilization. 

One illustration will suffice. 
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Secretary of Agriculture Wallace re- 
cently published an extensive survey of 
our economic future. In forceful and im- 
pressive words he presented two alter- 
native choices which the American na- 
tion faces, the one an internationalism 
that will destroy our industries through 
foreign competition, the other a self- 
sufficing nationalism that will throw out 
of use fifty to one hundred million acres 
of American farm land. He urges a mid- 
dle course taking half of each loss. This 
is a perfect example of a national hys- 
teria that can lead one of the sanest and 
ablest of the Administration officials to 
draw a wholly imaginary picture of eco- 
nomic crisis. We are in the midst of a 
depression that has strangled interna- 
tional trade and hurt agriculture. Re- 
covery, which is inevitable, will restore 


Brook Farm, West Roxbury, Massachusetts, a 
social experiment of 1841, associated with such 
famous names as Emerson, Dana and Hawthorne 


foreign trade and agricultural health, 
and American industry will prosper not 
only in the face of competition but be- 
cause of it, while the almost untapped 
demand of a world steadily raising its 
standard of living will call for the use of 
every arable acre in this country. The 
state of the public mind is such that this 
absurd picture of America at an imagi- 
nary crossroads has stirred the whole 
country to discussion. 

The first essential in weighing the de- 
velopments of the past year is to aban- 
don this emotional concept of the New 
Deal as a vast program of economic re- 
construction. There is no new industrial 
order in process or economic reconstruc- 
tion in prospect, however fervid the 
declarations of youthful or excited ad- 
ministrators. In the fall of 1932 the 
country was in the bottom 
trough of a tragic depres- 
sion. The people were worn, 
bitter and rebellious, and 
some of the revolutionary 
spirit of the mass uprisings 
of Europe had been com- 
municated to the victims of 
years of unemployment and 
privation. There was wide- 
spread resentment toward 
banks, “big business”, and 
the existing administration. 
Whatever its motives or its 
philosophy, the new admin- 
istration responded to these 
popular reactions to depres- 
sion. It announced immedi- 
ately a policy of Government 
action in the interests of re- 
covery and a better life for 
the common man. The New 
Deal is simply a program of 
Government experiments to 
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Trials and Errors 


What lessons can we learn from our dramatic adventure in government? There are some 


political lessons and some social lessons that bankers might well ponder. Here are some 


consumption. 


ratio. 


prosperity. 


total consumption. 


difficult and delicate task. 


aid recovery and remedy some indus- 
trial evils in the present order. It is not 
directed toward a new social order of 
any kind. In the judgment of this writer 
it has no definite social program and no 
recognizable industrial philosophy. It is 
simply a program of Government trial- 
and-error measures in an effort to im- 
prove economic conditions. 

Even so, the entire program has a 
deep significance. Here was a mighty 
nation engulfed in a depression that was 
not domestic but worldwide, that had 
its source in a world war 15 years be- 
fore. And here is a Government deliber- 
ately adopting the theory that such a 
condition can be changed by executive 
action—action which is a series of ex- 
perimental interferences with existing 
relationships in finance, trade, industry 
and labor. The plan was to obtain from 
Congress blanket executive powers and 
to exercise these powers free from legis- 
lative control. The constitutional and 
political implications of this program 
need not concern us here, nor the gener- 
ally confused legislative aspects. A 
frightened and leaderless Congress did 
yield most of its authority, but not all, 
and a part of the program was not only 
controlled by Congress but was initiated 
by that body. In the main, the program 
to end depression by executive action 
was carried out. It is our purpose here to 


that seem to be fairly well established: 


@ Prices are a product of recovery and not a cause, the price level being fundamentally the 
product of the complex operation of the forces of credit, investment, production and 


@ The price of gold in foreign markets does not determine our domestic price level, nor 
does an artificial decline in the exchange value of our dollar stimulate our exports in direct 


@ Devaluation of the gold unit of a nation is not a proper or adequate means of restoring 
@ Artificial increase of wages and reduction of hours impede production and diminish 
© Regimentation of the trade and industry of a nation of 130,000,000 people is an extremely 


@ Depression is not cured by currency manipulation or trade regulation. 


glance very briefly at the major activi- 
ties of the program and to find what 
lessons it offers. 

After the closure of the banks in 
March there were two months of legis- 
lative excitement and confusion, out of 
which there gradually emerged both the 
theory and the plan of the program. The 
theory was simple. Prices were to be 
raised by Government action, relieving 
the debtor groups and reviving stagnant 
business. The instruments were to be a 
set of administrative agencies to alter 
existing industrial, agricultural and fi- 
nancial institutions. The chief objec- 
tives were changes in agricultural pro- 
duction, industrial labor, public works 
and the monetary system. 

There are curious features of the pro- 
gram. Not one of the policies adopted 
was suggested in the platform of the 
Democratic party or the campaign pro- 
nouncements of the President. With the 
exception of the inflationary and devalu- 
ation features of the money program, 
every device was an extension or devel- 
opment of some measure proposed or 
attempted by the preceding administra- 
tion. The Hoover administration had 
tried without success to maintain prices 
and wages, to aid faltering banks and 
railways, to expand bank credit and to 
stimulate farm prices. The essential] 
difference is one of time. The preceding 


administration tried vainly to stem the 
tide of falling values at the onset of de- 
pression. The present administration 
has attempted to accelerate the rise of 
prices at the end of depression. The 
other difference is in the method. The 
present program has been one of radical 
executive action, accompanied by a cer- 
tain degree of propaganda and coercion 
and vast sound and fury. 

The banking program has had multi- 
ple objectives. It was first to open the 
closed banks and then to restore public 
confidence in their solvency. It was, 
secondly, to force an expansion of bank 
credit. And it was, thirdly, to increase 
Government regulation and control of 
banks and of credit. The closed banks 
have been re-opened in large proportion, 
the Government has become a rather 
anomalous partner in private banking, 
and a guaranty of deposits has been 
forced upon the banks. The opening of 
the banks was a long and agonizing 
process that might possibly have been 
accomplished in another and less painful 
manner. The forced expansion of credit 
has been a failure. What may develop 
from guaranty of deposits or from the 
possible employment of a $2,000,000,000 
stabilization fund in our securities mar- 
kets no man can say. 

The N.I.R.A. is an attempt to create 
employment by reducing hours and to 
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promote trade by raising wages. As 
passed by Congress, it contemplated the 
formation of employers’ associations 
which would, by voluntary agreements, 
stabilize employment and reduce cut- 
throat competition. The law offered a 
prospect of reducing sweatshop labor, 
exploitation, child labor and evil trade 
practices. On the whole an excellent 
measure, it was marred by an obscure 
labor clause and an inexcusable absence 
of provisions definitely specifying the 
trades and industries subject to the law. 
In administration there was a fatal dis- 
tortion. Without sanction of the law 
there was devised a President’s Reem- 
ployment Agreement, which was forced 
upon practically all the employers of the 
entire nation. The wages and hours and 
terms of this agreement were utterly im- 
possible in a depression period. The pur- 
pose here was to drive 3,000,000 em- 
ployers to the immediate formulation of 
temporary or permanent codes under 
the N.R.A. in order to escape the rigors 


of the Agreement. In other words, the 
President’s Reemployment Agreement 
can only be described as a trick. 

The trick worked. It created the eco- 
nomic bedlam which American industry 
endured last summer. The codes, which 
should have been the product of the 
most accurate analysis and the most 
delicate economic planning, were jammed 
through overnight by harried minori- 
ties. The crucial relationships involved 
in wage rates, labor contracts, marginal 
producers’ trade practices, interlocking 
costs and competitive advantages were 
violently altered. The effects on the 
small employer, the consumer, non- 
union workers and industrial efficiency 
are not yet clear. But an irregular and 
unnatural rise in producers’ costs and a 
large increase in retail prices are evi- 
dent. Since the N.R.A. was installed 
last July, labor costs have steadily risen 
but national industrial production has 
had an alarming fall. There has been a 
marked increase in employment since 
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July, but much of it developed before 
the codes went into operation and its 
total is less than that in some other 
countries which have had no N.R.A. 
The undoubted increase in retail sales 
returns has apparently been less than 
the rise in retail prices, thus bringing an 
increasing cost of living accompanied by 
a diminished consumption. 


INCONCLUSIVE AAA 


THE A.A.A. is a program for raising 
agricultural prices by artificial lessening 
of production. The method is to tax the 
non-agricultural population and use the 
proceeds to subsidize farmers to restrict 
their crops. Such a program is without 
precedent in history. The results are in- 
conclusive. There has been some reduc- 
tion in grain acreage, and agricultural 
prices have risen faster than other prices. 
There are indications that ploughing up 
cotton results in very intensive cultiva- 
tion of remaining fields, that the slaugh- 
ter of little pigs leads farmers to a very 
solicitous care of mother pigs and that 
withdrawal of wheat acreage stimulates 
the demand for fertilizers. And there is 
no doubt whatever that this type of sub- 
sidy induces very large fiscal deficits 
that must in some way be paid. The 
larger issue of the economic merits of 
this type of government largess for a spe- 
cial industrial class remains unsettled. 

It is not necessary to review the tor- 
tuous and devious route by which, in 
last January, this nation arrived at a 
sequestered and stabilized gold accumu- 
lation with a devalued dollar. This ex- 
traordinary adventure in monetary 
manipulation and experimentation was 
undoubtedly the result of the failure of 
the A.A.A., the N.R.A. and the banking 
measures to bring about the anticipated 
rapid rise of prices. The entire program 
has rested on a theory about money, a 
theory, strangely enough, not held by 
practical men of affairs or indorsed by 
even a respectable minority of econo- 
mists. It is the theory that the general 
price level is determined by the ratio of 
gold value to the total purchasing power 
of paper money and credit instruments. 
In pursuing a policy of price raising on 
this flimsy foundation we have had suc- 
cessively an embargo on gold, impound- 
ing of gold in private hands, abrogation 
of gold contracts, an undignified and 
abortive experiment in gold purchasing 
abroad, the commandeering of all gold 
in the possession of the Federal Reserve 
and an arbitrary debasement of the gold 
dollar to 59cents. The gold purchase plan 
was an egregious failure. At the time 
of writing, (CONTINUED ON PAGE 50) 
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Bank Service at a Fair Price 


By T. P. CRAMER, JR. 


The author is secretary of the Oregon Bankers Association 


insurance and the Bankers Code, 
which both bankers and public 
must recognize? 

Bankers almost uniformly agree that 
supervision will, under deposit insur- 
ance, be much more strict than in the 
past. Some will chafe under any regula- 
tions whereby they do not have a free 
rein in conduct of their business, while 
others will welcome strict regulation 
as being for the good of banks and de- 
positors alike. Many will agree that the 
Banking Act of 1933 gives the super- 
vising authorities the necessary power 
to back up their decisions, something 
sadly lacking heretofore. 

Earnings, or lack of earnings have 
been more of a deciding factor between 
successful bank operation and failure 
than all other reasons combined. A 
bank with adequate earnings has the 
ability to pay expenses of doing busi- 
hess, can pay salaries sufficient to com- 
mand competent help and can absorb 
those losses that are bound to occur 
even under the best of management. 
Conversely, the bank without adequate 
earnings has no funds for these expenses. 

The statement that “the only safe 
bank is the profitable one” has been 
used till it is threadbare, but it is ap- 
propriate today even under deposit 
insurance. The profitable bank, by 
being safe, is not going to be a liability 
on the deposit insurance fund. In or- 
der to keep banks from being a liability 
on this fund, authorities must insist 
on one of two things, either sufficient 
earnings to maintain proper condition, 
or liquidation. The former alternative 
is of course preferable. Therefore, one 
of the immediate results of deposit 
insurance will be the installation of ade- 
quate earning policies. It might not be 
out of the way to state in passing, also, 
that the more profitable a bank, the 
more the Government will receive in 
the way of income, excess profits or 
dividend taxes, though experience in 
the past three years is not conducive 


l there a relationship between deposit 


to any great hopes in that direction. 

When banks confined themselves to 
safekeeping of funds and discount of 
bills, few employees’ were needed. 
The addition to these functions of 
checking facilities and the myriad other 
banking functions are in great measure 
responsible for the large quarters and 
enormous increases in personnel with 
the corresponding increases in the cost 
of doing business. Safekeeping and 
discount facilities have always been 
paid for. The additional facilities 


have largely been added without com- 
pensation. The place has now been 
reached where supervising authorities 
and bankers recognize that the expenses 
of handling this phase of the banking 
business must be met, and of course 
should be met by those utilizing these 
functions. 

If one visits a doctor, lawyer, dentist 
or other professional man, one pays him 
for his advice and his services. If the 
laborer is worth his hire, there is no 
reason why the banker should not 
likewise be paid for his services. 

The merchant takes the cost of his 
goods, adds thereto the expenses of 
doing business and a margin for profit 
and sells his goods for that amount. 
The farmer is in the same position, and 
to make sure (CONTINUED ON PAGE 57) 
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BRENTANO'S 


With almost 200,000 books on social and economic subjects to choose from, it 
should be possible to find the answer to any economic problem. Not all of these 
books, of course, offer complete plans or even parts of plans, but men have long 
been trying to make economics agree with common sense and human nature 


Less Planning 


Would Be a Good Plan 


ERE are few persons in the 
United States, perhaps, who have 
never had a Recovery Plan. The 

Government in Washington has had 
several, politicians often have them, 
almost all economists have had at least 
one, and even the general public has 
them. 

Occasionally we come across some- 
one who does not believe in plans and 
who sets out to show the fallacy of eco- 
nomic planning, only to end up by 
offering a plan of his own. This article, 
being an extremely bitter attack on the 
whole planning idea, naturally enough 
suggests a plan. Its first principle is less 
planning of the schoolroom and slide- 
rule type and more steadfast adherence 
to the 1776-1934 plan. 

The success of the Constitutional 
plan in the United States lay in the fact 
that it encouraged new industries (rail- 
roads, machinery, electrical power, 
refrigeration, automobiles, radio, avia- 
tion, etc.), to venture forth, and encour- 
aged old industries to improve and 
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By WILLIAM R. KUHNS 


expand. It did this simply by guaran- 
teeing property rights beyond doubt, 
and permitting an individual to profit 
from his own efforts. After all, this is 
what any plan must do in the long run or 
fail utterly, except, perhaps, when the 
emotion of war can be substituted tem- 
porarily for personal ambition. But we 
are not engaged in war today, and it is 
very hard to make people feel warlike 
and self-effacing when there isn’t any 
war. 

Most plans and experiments start 
with the common purpose of increasing 
the sum of happiness and comfort. From 
that point they diverge in a thousand 
directions and develop important points 
of difference. Economic plans range 
from brief nutshell types to more elab- 
orate kinds, with three or four-layer for- 
mulae, complete mathematical proof 
and unanswerable logic. 


Almost all plans begin with the coura- 
geous assumption that the progress 
made by the United States from the last 
quarter of the 18th century until today 
was without benefit of a plan, and that 
the bad results of this haphazard course 
are just what might have been expected, 
and that, perhaps, if we could plan 
everything a little more, instead of just 
drifting, we might get somewhere. The 
truth is, of course, as any careful read- 
ing of world history will indicate, the 
whole conception of America, from Pres- 
ident Washington to the second Presi- 
dent Roosevelt, is a plan in the fullest 
sense of the word, an original economic 
and political idea. The essence of this 
great plan was flexibility and self-con- 
trol. One of its chief characteristics, ac- 
counting in large measure for the wealth 
and economic strength of the United 
States, was the fact that it was amena- 
ble to a constant process of evolution. 

So much for the 1776-1934 plan. 
Passing over its faults, which, after all, 
are very hard to make up one’s mind 
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ALICE thought she had never seen such a curious 
croquet-ground in her life: it was all ridges and fur- 
rows: the croquet balls were live hedgehogs, and the 
mallets live flamingoes, and the soldiers had to double 
themselves up and stand on their hands and feet, to 
make the arches. 

The chief difficulty Alice found at first was in 
managing her flamingo: she succeeded in getting its 
body tucked away, comfortably enough, under her 
arm, with its legs hanging down, but generally, just 
as she had got its neck nicely straightened out, and 
was going to give the hedgehog a blow with its head, 
it would twist itself round and look up in her face, 
with such a puzzled expression that she could not help 
bursting out laughing ; and, when she had got its head 
down, and was going to begin again, it was very pro- 


voking to find that the 

hedgehog had unrolled 

itself, and was in the 

act of crawling away: 

besides all this, there 

was generally a ridge 

or a furrow in the way 

wherever she wanted 

to send the hedgehog 

to, and, as the doubled- 

up soldiers werealways 

getting up and walking 

off to other parts of the 

ground, Alice soon 

came to the conclusion that it was a very difficult game 
indeed.—Alice in Wonderland, Chapter VIII. 


about, we find that most of the new sub- 
stitute plans are offered as finished arti- 
cles, cut and dried, based on revelations 
or science, but rarely on human nature. 
This omission is not serious because the 
first step in putting any plan into effect 
is to change human nature, and this 
makes it a factor of no importance in the 
opinion of planners. Yet, and this is the 
most extraordinary thing of all, these 
new plans are not really finished at all. 
Apparently without exception they fal- 
ter, hesitate and turn back before ac- 
tually arriving at their destination. 
They do not push through to the center 
of the subject where compulsion and 
force reside and the function of armed 
troops and police would have to be 
considered. 

Therefore, after reading many books 
written under the stimulating influence 
of the New Deal, and hearing the mat- 
ter discussed from various sides, the 
opinion is inescapable that planners be- 
lieve men and women can be persuaded 
by argument or patriotism to stop act- 
ing like human beings. They should 
know better, of course, because even 
the most casual checkup of neighbors, 
friends, and selves would disclose that 
human nature today is exactly what it 


was last year and for many years before. 
Certainly, it is more pleasant to think 
that human nature has changed but the 
only way to enjoy this thought is by 
getting far away and viewing the whole 
country as through a mist. We know our 
neighbors and friends are just about the 
same, and we suspect that we are too, 
but the General Public is different. 

However seriously one might regard 
the omission of human nature and troops 
from the various new plans, there is still 
another fault which probably is even 
more characteristic. 

On the one hand, for example, there 
is absolute agreement everywhere that 
a more carefully planned and managed 
economy would be a good thing, while 
on the other hand there is not even the 
beginning of an agreement as to what 
precise plan and what manager. Many 
persons think that Mr. Roosevelt would 
be a good manager and that any plan 
he selects would be all right with them, 


The number of new books published 

each month in the United States on 

sociology and economics, compiled from 
The Publishers’ Weekly 


but even good friends of the Adminis- 
tration know that John Smith of Chi- 
cago or Henry Jones of New Orleans 
will someday move into the White 
House, and we would have it all to go 
through with again. 

The reason for calling attention to 
this remarkable state of affairs is simply 
that the general lack of agreement 
among the principal planning people is 
the best possible proof that something 
is wrong somewhere. 

Surely the first thing we want to 
know about a plan is how long we can 
keep it. The minute a plan loses its cloak 
of permanence it ceases immediately to 
have any real standing as a plan. We do 
not want to be confronted with the un- 
pleasant prospect of trying one plan 
after another, as during 1933, only to 
find after a number of years, that the 
1776-1934 plan was a good one. Once we 
give up the old flexible plan for one of 
the new, streamlined, rigid models, it 
would be every plan for itself. This 
would be exciting but even the news- 
papers would get tired of it after awhile. 

Perhaps a good way to get more 
deeply into the subject of planning 
would be to select what seems to be the 
best recent book on the subject and read 
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KEYSTONE 


Mr. Wallace before the unofficial commission studying the foreign 
policy of the United States. From the left, William T. Gardiner, former 
governor of Maine, Secretary Wallace and Robert M. Hutchins, presi- 
dent of the University of Chicago and chairman of the commission 


Secretary Wallace, in his book ‘‘America Must Choose,”’ offers a choice 
between a properly safeguarded but still rugged individualism on one 
hand and strict regimentation of public opinion on the other. He 
prefers the first and would seem to be arguing for a return to the 1776- 
1934 plan with only those changes suggested by recent experience. He 
describes with new words the precise system of government under 
which the nation has developed from the beginning. We have always 
had laws and courts to protect those who need protection and we have 
always sought year after year to improve their effectiveness 


it three times. “Dollars” by Lionel D. 
Edie deserves to rank with the best eco- 
nomic thought of this period and the 
selection of this book for what may be 
regarded adverse criticism was moti- 
vated by the very excellence of Dr. 
Edie’s logic and the reasonableness of 
his point of view. Yet even a volume as 
thoughtfully compiled as this one, by an 
authority of unquestioned right to an 
opinion, is an example of the tendency 
of economic writers to walk around real- 
ity. Dr. Edie takes refuge frequently in 
adjectives which have the effect of ren- 
dering the text meaningless for all prac- 
tical purposes. One of the first things an 
economist must learn is that discretion 
is the better part of valor, that everyone 
who attempts rashly to be specific turns 
out wrong, and that economics long ago 
turned into a science of things that just 
ain’t so. 

For example, in offering specifications 
of his discussion of monetary policy, Dr. 
Edie indicates in twelve short para- 
graphs a text based on what he believes 
the American people want. These para- 
graphs, reproduced below for illustra- 
tion, contain many words (here itali- 
cized) that would be hard to define: 


1. The American people want a dollar 
which deserves and commands confidence 
at home and abroad. 

2. To this end, they desire to see 
confidence maintained in the credit of 
the Government of the United States, 
to have a balanced ordinary budget 
and to avoid abuse of an extraordinary 
budget by excessive and long-continued 
expenditures. 

3. The people of this country desire 
an assurance that their paper currency 
will not be made worthless or unduly 
depreciated by issuance of unbacked 
currency. 

4. The banking system is expected to 
provide a sound and adequate expansion 
of bank deposits, and of bank loans and 
investments, properly related to produc- 
tion, income and the price level of the 
nation. 

5. The public desires a termination 
of the emergency phase of monetary un- 
settlement as rapidly as possible. 

6. The American people desire a me- 
tallic base for their monetary structure, 
in which gold shall play the primary 
role. 

7. Stabilization of the domestic price 
of gold and of an international gold 


parity is desired as an ultimate objective, 
and all monetary action should consti- 
tute steps taken in the direction of this 
objective. 

8. The country needs and requires a 
monetary policy calculated to avoid the 
repetition of such extremes of inflation 
and deflation as have occurred in recent 
years. 

9. The public desires a level of prices 
substantially above that which prevailed 
when the banks were closed in March, 
1933, but has no particular devotion toa 
price level as high as that which pre- 
vailed when the banks were financing 
the real estate and stock market boom 
of 1927-29. 

10. The investors of this country 
want to be able to have an intelligent 
confidence that their savings will not 
be wiped out by extremist monetary 
policies. 

11. The debtors want the kind of 
dollar which neither constitutes repudia- 
tion of honest debt nor compels wholesale 
bankruptcy. 

12. The public desires an internal 
balance in the price structure which 
represents a fair and just relationship 
between agriculture and industry. 

There is nothing singular or unusual 
in this use of general and indefinable 
terms instead of actual dimensions, 
dates, facts, figures and other specifica- 
tions. Almost everyone does it and the 
theories and proofs which appear to be 
most boldly specific are often discov- 
ered, on close examination, to be with- 
out real meaning. The practice might 
even be defended at a time like this by 
pointing to the confusion of current 
thought, and the experimental approach 
to the future which has been adopted 
by President Roosevelt. 


MR. WALLACE’S PLAN 


SECRETARY WALLACE, whose 
book, “America Must Choose,”’ comes 
nearer reality than is customary with 
statesmen, said recently to a distin- 
guished group discussing the national 
destiny: 

“T recognize that it would be un- 
timely for anyone in connection with 
the Government to discuss anything in 
the nature of a definite plan. I think it 
might result, perhaps, if a plan were 
brought out, in a tendency for everyone 
to begin shooting at it at once.” 

This offers no ground whatever for 
criticism as far as Secretary Wallace is 
concerned. Any effort to increase the 
sum of human welfare deserves all the 
attention, time and care that can be 
given it. But sooner or later people who 
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talk about economic plans must get 
down to cases and produce one or stop 
talking about them. 

The chief reason opponents of man- 
aged currency or controlled economy 
feel the way they do is that the control 
and management, in the last analysis, 
must always be entrusted to a human 
being, subject to colds, eye-strain, pleu- 
risy, pneumonia or, like Napoleon, to 
toothache. No machine has ever been 
invented that can be trusted to manage 
and control. There have been plenty of 
mechanical devices, indexes of one type 
or another, advanced from time to time 
by this politician or that economist with 
the idea that it would relieve us from the 
hazards of human judgment, and man- 
age the currency and everything, while 
we go about our business in peace. 


WHAT, IF ANY, INDEX? 


BUT any index that we could set up to 
do the job for us would be the product 
of some economic or political group, its 
mechanism in charge of a human being 
and its operation, therefore, largely a 
matter of individual whim, or as some 
call it, judgment. In other words, even 
if we had an index to guide us today we 
might very well have another next week, 
so that the result would be quite a bit 
worse than anything conceivable under 
a system where Republicans succeed 
Democrats and vice versa, with four- 
year guarantees. Unless we re-write the 
Constitution entirely what would pre- 
vent the Government from changing 
the plan, or selecting a new index or dis- 
covering a new program whenever it 
appeared to suit a temporary purpose, 
political or sentimental? 

Let us assume that someone, Secre- 
tary Wallace, for example, has a plan. 
When he says that we need a new 
plan he probably has in mind the plan 
that he plans to evolve some day, 
and that is a natural way for him to 
feel. But if Mr. Wallace were not Secre- 
tary and some other Secretary of Agri- 
culture advanced a plan which con- 
flicted with Mr. Wallace’s ideas on the 
subject would he still believe, as he has 
said, that “‘it is going to be necessary in 
this country to have all of us sooner or 
later recognizing as a part of good 
sportmanship a concept of a national 
plan. . . 2’? What if the plan with which 
Mr. Wallace disagreed was the 1776- 
1934 plan? Would he feel that good 
sportsmanship required him to cooper- 
ate and would he still say that “human 
nature can be changed with respect to 
things of that sort”? 

Ideally the manager would be some- 


one giving all of his time to the matter. 
He would work in a room filled with 
charts and facts and facilities for main- 
taining constant contact with accurate 
sources of information. His responsibil- 
ity would be to report readings of the 
economic barometer, consult his charts 
and then take the appropriate action. 
In actual practice the plan manager 
would be the President of the United 
States or whoever happened to be his 
chief economic advisor at a given time. 
The President arises each day faced 
with an enormous mass of unrelated 
problems—Russia’s activities in Si- 
beria, the deepening of Japanese ports 
in the Pacific, the difficulties of some 
American traveller abroad and a thou- 
sand details of administration and in- 
ternal politics. The necessity for a de- 
cision on some phase of managing the 
currency or changing the price level, 
would be one item in a large pile of un- 
finished business. Under such circum- 
stances it is conceivable that decisions 
would be ill advised, and influenced 
by politics and how the manager feels. 

Dr. Edie advocates a mild instead of 
drastic change in the price level and fol- 
lows consistently throughout the book a 
policy of urging the middle course. A 
mild type of dictatorial management or 
planning, of course, is no different from 
any other except, perhaps, in being less 
effective and more apt to fail quickly. 
It is certainly not safer, because even a 
little dictatorial management takes hu- 
man managers and if we are going to try 
the thing it would be better to go the 
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limit. There is no government so help- 
less as a weak dictatorship. In practice, 
of course, this troublesome question 
would probably answer itself, inasmuch 
as one bit of management leads to an- 
other, with a gradual build-up in the 
size of the dose, particularly when the 
manager is making quite a few mistakes. 

In a review of Dr. Edie’s book, written 
by Robert B. Warren in the New York 
Herald Tribune, appears this state- 
ment: “Dr. Edie is quite in sympathy 
with the monetary aspirations of the 
New Deal but is critical of its methods. 
He believes that the price level can and 
should be raised but believes that an 
advance halfway to the 1926 average is 
the optimum needed, and ‘the 1926 
objective [is] unnecessarily and dan- 
gerously high.’” 

Dangerous? Perhaps. In Washington 
they are setting out to do certain things 
such as raise the price level. A year ago 
the objective was thought to be the 
1926 level. Today we are hearing less 
about 1926 and more about a “normal” 
price level so that no one really knows 
what the objective is. “Normal” can 
mean almost anything at all. 

Here, then, is a preview of the new 
type of planning in action. An econo- 
mist of outstanding reputation believes 
in the managed economy principle, but 
believes also that the present managers 
have a “dangerous” objective. This is a 
small difference of opinion but calls at- 
tention eloquently to the fundamental 
difficulties in the way of planned econ- 
omy, the new kind. 
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A Number of Questions 


For Investors to Consider 


How to Judge 


Municipal Bonds 


TH more than 1,000 munici- 
palities in default on their bond 
issues; continued difficulties with 

tax collections; unwillingness in many 
cities to curtail payrolls, and the possi- 
bility of legislation to enable cities and 
other public debt contracting units to 
evade or postpone payment of their 
obligations, holders of these issues 
must give increasing attention to their 
holdings. 

Banks are estimated to hold in their 
portfolios municipals to the approxi- 
mate value of $3,000,000,000. No figures 
are available concerning estates for 
which they serve as trustees, but there 
is some likelihood that the total is at 
least $2,000,000,000 more, so that they 
are directly interested in more than 
25 per cent of all such outstanding 
issues, which have been estimated at 
about $18,000,000,000. 

The causes of municipal defaults are 
well known and include extravagance, 
inability to collect taxes as they fall due, 
too many debt uttering services with a 
resulting breakdown of debt limitation 
regulations, declines in population that 
render unpaid-for facilities a total or 
partial loss, unemployment and many 
other factors. 

The remedy for the situation is far 
less obvious and probably differs in 
hundreds of cases, some of which, in- 
deed, are beyond cure because of past 
blunders or developments which could 
not have been foreseen by buyers of 
bonds. Who, for instance, would have 
assumed that in a city like Fall River 
the assessed value of textile real estate 
could decrease by 62.77 per cent, and 
textile machinery by 76.63 per cent in 
five years’ time, or that the fourth city in 
America would have had to reduce its 
assessed valuation from almost four 
billions in 1931 to little more than half 
that figure two years later. 

There are, however, certain data 
which it should be possible to secure 
concerning the soundness and safety of 
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municipal bonds which would go far to 
determine a constructive policy con- 
cerning them, and Carl H. Chatters, 
executive director of the Municipal 
Finance Officers Association brought 
out some of these points in the form of 
questions in his recent pamphlet, 
“Municipal Debt Defaults, their Pre- 
vention and Adjustment,” as follows: 

Does the tax collecting period con- 
form to the fiscal year? 

Is the tax collecting official merely a 
tax receiver or is he actually a tax 
collector? 

Does the organization of the finance 
department include an agency for the 
compilation and analysis of data rela- 
tive to cash position, debt require- 
ments, etc.? 

Does the administrative procedure 
include the presentation of these reports 
to the chief executive and legislative 
body? 

Is a continuing analysis made of the 
revenues from current and delinquent 
taxes and from other major sources, 
such as state aid, departmental earn- 
ings, etc.? 


Are utility rates adequate to make 
them self-supporting under efficient 
management? What are the revenues 
and expenditures, comparatively, month 
by month and year by year? 

Are local improvements limited to 
districts where general taxes are paid, or 
is prepayment of the cost required? 

Is the assessed valuation, real and 
personal, analyzed as to trend? Are the 
results compared with the trend of 
industrial expansion or retardation? 

Is consideration given to the necessity 
for or possibility of new sources of 
revenue, to supplement property taxes? 

Is action being taken to eliminate 
waste and inefficiency—to the relief of 
the tax payer? 

Does the program of reduction in 
operating costs include the possible 
consolidation of departments, divisions 
or positions? 

Does it include the reclassification of 
grades and positions in the civil service 
and restandardization of salaries? 

To these questions many others 
might be added, including some of the 
following: (CONTINUED ON PAGE 54) 


It may be true that cities look very much alike from a distance, 
but there are certainly important differences between them 
from the standpoint of an investor 
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There are two ways in which Canada 
and the United States are in striking 
contrast. One is their government under 
a crown, and the other is their banking 
system. The picture shows the Dominion 
Parliament during a session 


of the items of business before the 

Parliament of Canada, now in ses- 
sion. This move follows many years of 
consideration, but more immediate and 
direct causes have been the depression 
and the keener demands which have 
arisen for currency reform, more liberal 
credit and more sources of public 
revenue. 

That such a step has not been taken 
in Canada heretofore is due to the high 
degree of centralization already devel- 
oped in the Canadian banking system, 
through growth and amalgamation of 
the banks. When the Dominion was 
formed as a federation of the provinces 
in 1867, banking was assigned to the 
exclusive control of the Dominion, and 
ever since then there has been continu- 
ous and direct control of bank opera- 
tions by the federal authority. Later 
developments which strengthened this 
tie were reduction in the number of 
banks and an increase in their average 
size (all executive offices now being in 
Montreal or Toronto); recognition of 
The Canadian Bankers’ Association as 
part of the machinery for supervision of 
note issues, clearinghouses, etc.; provi- 
sion under The Finance Act of 1914 and 
later measures for issues of Dominion 
notes against securities pledged by the 
banks, and a system of inspection estab- 
lished in 1924. 

Nevertheless, commercial banking in 
Canada has remained a private business, 
all bank shares being privately held and 
directors being elected by the share- 
holders. The central bank will be a new 
institution superimposed upon the pres- 
ent structure. It also will be privately 
owned, but it will have decidedly public 
duties, and will take over certain func- 
tions of the Department of Finance and 
the offices of the “assistant receivers 
general” which are located in the prin- 
cipal cities. 

There has been no bank failure in 
Canada since 1923, so that the banks 


theite of a central bank is one 
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Central Bank Plan 


By W. A. MCKAGUE 


The writer is a resident of Toronto anda 
leading authority on business and finance 


and the government have been saved 
from recent criticisms on this score. 
But, as in other nations, there is con- 
stant agitation about banking, note 
circulation and the credit problem 
generally. Members of Parliament, es- 
pecially from the West, and numerous 
organizations have kept up a persistent 
campaign for a central bank and for the 
abolition of the banks’ note issuing priv- 
ilege. The more direct and immediate 
reason for the present central bank plan, 
however, has been the unsettled state of 
the world’s currencies in late years. 
Among bankers in Canada it is no secret 
that Premier R. B. Bennett, through 
his part in the Imperial Economic Con- 
ference at Ottawa in 1932 and the 
World Economic Conference of 1933, 
reached the conclusion that Canada 
should have a central bank, not merely 
to facilitate control of the banking, cur- 
rency, credit and price structures in 
Canada, but also to fit the Canadian 
machinery more definitely into an 
Empire scheme. 

Accordingly, though a Royal Com- 


mission was appointed on July 31, 1933, 
to inquire into the matter, the estab- 
lishment of such an institution was 
pretty much a foregone conclusion. The 
Commission was instructed to make a 
study of the whole monetary and credit 
problem of Canada and, specifically, of 
“the advisability of establishing in 
Canada a central banking institution, 
and, if so established, of the relation of 
such central banking institution to ex- 
isting banks and its proper authority 
and function in the operation of the 
banking system of Canada.” Barely two 
months later—on September 27—the 
Commission reported. The two British 
members (Lord MacMillan, chairman, 
and Sir Charles Addis), and Premier 
Brownlee of Alberta, made a majority 
recommendation “that a Central Bank 
for Canada be forthwith established,” 
from which the other two members (Sir 
Thomas White and Mr. Beaudry Le- 
man, both of whom are outstanding 
Canadian bankers) expressed dissent. A 
second recommendation favors an in- 
quiry into (CONTINUED ON PAGE 48) 
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Herr Hitler 


In recent years, no major 
country that has adopted 
a highly personal govern- 
ment has had to face the 
problem of the succession. 
The successor might be a 
Don Quixote instead of 
a Napoleon 
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United States Foreign Trade 


By C. M. SHORT 


The author is assistant secretary of the Canadian 
Bank of Commerce, Toronto 


HE theory that deliberate ex- 

change depreciation is an eco- 

nomic restorative is discredited by 
experience. It is no longer necessary 
to consider this subject in an academic 
manner, as was the case two years ago 
when the proponents of the scheme 
pointed to the ease with which a coun- 
try could escape the consequences of an 
international distortion of commodity 
prices if only it would dissociate itself 
from the world standard of value, if it 
had not already done so, and consciously 
depress its currency in terms of other 
monetary units. Then, so the argument 
ran, the prices of the country’s export 
goods would automatically be cheap- 
ened in external markets, and its export 
trade would be fostered thereby, while 
national control of the internal price 
level could be established, even to the 
extent of raising it. 

The plan was presumed to be par- 
ticularly advantageous to debtor na- 
tions of the raw material producing 
group. Had the principles of deliberate 
exchange depreciation been left to the 
early proponents and opponents, they 
might have been kept in a debatable 
state, or at least their application might 
have been confined to a small economic 
sphere. But the European financial 
panic of the summer of 1931, which 
threw Great Britain off the gold stand- 
ard, afforded the advocates of exchange 
depreciation a splendid opportunity to 
press their case. It found strong support 
from that section of the school of 
thought which attributed the depres- 
sion to monetary developments. It is 
arguable, of course, that the break-up 
of the monetary system into national 
segments could not have been avoided, 
but instead of the event’s being re- 
garded as one for general regret and as 
a signal for cooperative efforts in inter- 
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national finance, it was acclaimed, and 
the smouldering flame of exchange de- 
preciation was fanned by the oppor- 
tunists who had kindled it. 

Now let us consider the validity of 
the claims advanced by those favoring 
this device. We need not dispose of the 
question even with the highly authori- 
tative opinion of the Economic Intelli- 
gence Service of the League of Nations, 
that “the most destructive develop- 
ment [in trade] during 1932 was ex- 
change instability.” There is a wealth 
of evidence to show that we have a 
cruel paradox, rather than an unquali- 
fied paragon, of the results of this 
monetary development. The ensuing 
discussion is divided into two major 
stages—first, the reinforcement of 
trade barriers as protection against ex- 
change dumping and the consequent 
effects of this on world trade; and, 
secondly, an analysis of specific argu- 
ments that exchange depreciation has 
been, or would be, beneficial in certain 
countries. 


THE RISING WALL OF TARIFFS 


THIS was a tariff-ridden world as 
early as 1925. Exact measurement of 
the world’s tariff walls is all but im- 
possible, but an attempt was made by 
League of Nations experts to compare 
the level of 1925 with that of 1913. The 
duty rates in general were found to have 
risen in the intervening period by about 
20 per cent. The report stressed the 
difficulties encountered in this research 
work and the figure mentioned had to 
be accepted with certain reservations, 
but it seemed clear that the experts 
could not be accused of over-estimation. 

The so-called “ Bankers’ Manifesto” 
of October, 1926, signed by some 
prominent American bankers, which 
advised governments to end progressive 


tariff-making, may also be cited. But 
the views of bankers were even then 
submerged under political considera- 
tions, and, according to calculations of 
one authority, the general level of 
tariffs rose another 20 per cent between 
1925 and 1931. Autarchy therefore had 
world trade in its grip. 

But just at the time that there were 
signs of repentance, because, for one 
reason, it was slowly dawning upon the 
world that excessive protectionism was 
an economic depressant, exchange de- 
preciation stimulated the ingenuity of 
officials responsible for trade restric- 
tions. Already those restrictions in ex- 
istence had been likened to a huge 
mountain range over which goods could 
be moved only with considerable diffi- 
culty. But now a frenzied policy of new 
protective measures was inaugurated 
which warranted a more violent meta- 
phor, namely, that this mountain range 
was being thrown into eruption and 
was apt to be rendered all but impass- 
able. There has been compiled a record 
of several hundred pages showing the 
trade restrictions imposed in defence of 
exchange depreciation. In 1932 no less 
than 20 countries increased their gen- 
eral tariffs. Nearly 40 raised the duties 
on specific articles, not once but in every 
case at least twice and in some cases 
six times. Import licenses were required 
from government bureaus in numerous 
countries before importers could bring 
in certain foreign products, this system 
being designed not only to exercise 
rigid control over external payments 
but also to limit import trade. The most 
vicious instrument, however, was in the 
form of import quotas, which in some 
cases turned into absolute prohibition. 
Ordinary tariff walls might be breached 
by price concessions, but no such 
counter action could be successful under 
the import quota system—trade was 
effectively curtailed and frequently 
stopped altogether. 

The French import quota system has 
been applied to as many as 1,200 items. 
Italy imposed this form of restriction 
upon the products of any country which 
had import quotas on Italian com- 
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modities. About one-fourth of the im- 
ports of Switzerland, one-tenth of those 
of Holland and fully one-fifth of those 
of Poland were subjected to quotas. In 
all, trade had come under the most 
destructive influences ever recorded. 

What were the effects of this move- 
ment? While it cannot be claimed that 
if 1932 had been a year of exchange 
stability the declining trend of trade 
would have been checked, there is 
indisputable evidence that the down- 
ward drift was accelerated by exchange 
depreciation. The physical volume of 
world exports and imports combined 
declined nearly as much in 1932 as in 
the two preceding years. But a whole 
chain of correlated effects are also 
visible. The fall in world industrial 
production was also greater than in 
former years; capital investment was 
dampened still further and vagrant 
money—that which flees a country of 
fluctuating monetary values—again 
commenced to move restlessly from one 
refuge to another. Gold prices of com- 
modities continued to decline and 
finally dragged down paper prices; 
the various sets of prices, wages, con- 
tractual obligations, investments and 
interest returns all shifted in their 
relationship and the business man who 
had any foreign transactions found 
himself in economic quicksand and fac- 
ing new hazards through fluctuating 
exchange rates. Indeed, it is possible to 
trace part of the American banking 
trouble of a year ago to the wholesale 
disorganization caused by widespread 
exchange depreciation. 

The seeds of a general business 
revival which had lain dormant through- 
out most, if not all, of 1932 seem to have 
been germinated early in 1933 by the 
comparative stability of exchange rates. 
The pound sterling was then relatively 
steady in terms of the gold currencies, 
while other paper units remained fairly 
stable in terms of sterling and gold. 
This exchange equilibrium was one 
impetus which the business world 
required for its expansion after more 
than three years of overhauling. Given 
this opportunity to advance, there was 
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While it cannot be claimed that if 1932 had been a year of 
exchange stability the declining trend of trade would have 
been checked, there is indisputable evidence that the down- 
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deed, it is possible to trace part of the American banking 
trouble of a year ago to the wholesale disorganization caused 


by widespread exchange depreciation. 
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this monetary device revenged itself upon a misguided world. 


no fresh obstacle that could long retard 
the upward movement. While complete 
reports are not yet available, those at 
hand indicate that world industrial 
production increased by about 10 per 
cent in 1933 and that world trade, on 
a quantum basis, had the most sustained 
upturn since 1929, one which, though 
later than that in industry, wiped out 
a marked decline in the first two months 
of last year. 

An examination of the latest avail- 
able export trade returns of 60 coun- 
tries places the “export bonus’”’ theory 
in a most unfavorable light. Between 
February and September, 1933, there 
was an increase of about 15 per cent in 
the gold dollar value of world exports. 
An analysis of the figures of all these 
countries, on a gold basis for purposes 
of comparison, reveals that Sweden’s 
exports, notwithstanding her unex- 
pectedly good fortune in regaining a 
large share of the British timber market 
through the embargo on Russian lum- 
ber, increased at only a slightly greater 
rate than that of Canadian exports, yet 
the Swedish krone was at a greater 
discount than the Canadian dollar. In 
fact, the percentage increase in Cana- 
dian exports, unaided by currency 
manipulation, was one of the three 
highest recorded, and one, also, nearly 
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five times higher than the world rate 
of expansion. The Netherlands, a “gold 
bloc” country, had a better record than 
Japan, which is supposed to have gained 
considerable ground in foreign markets 
through a greatly depreciated yen. 
Germany, who has clung to the gold 
standard, had an increase at a rate 
more than twice as large as occurred in 
British exports, yet during part of the 
period under review the latter were 
presumed to have been stimulated by 
the low exchange value of the pound 
sterling. Australia and Argentina, with 
currencies well below those of most 
other countries, show serious declines in 
the gold value of their export trade. 
But, it might be argued, the internal 
value of a country’s exports is the deter- 
mining factor in reaching a decision as 
to whether exchange depreciation is 
beneficial or detrimental. The issue can 
be decided by reference to another 
analysis, in this instance, to the relative 
values of Australian and Canadian 
wheat. Late in 1932 the attention of the 
Canadian public was insistently directed 
to the fact that wheat in Australia was 
quoted on the domestic market at about 
70 cents per bushel, while the Cana- 
dian product was, on a world price 
basis, about 40 cents. The disparity 
between (CONTINUED ON PAGE 30) 
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United States Foreign Trade 


By CHARLES F. DARLINGTON, JR. 


The author is a former official of the 
Bank for International Settlements 


ITHIN the past few years the 

\Y balance of international pay- 

ments of the United States has 
become an object of popular discussion. 
An appreciable part of our educated 
population is now aware of the out- 
standing characteristics of our inter- 
national receipts and payments during 
the ’20s—that we sold to foreign na- 
tions far more than we bought from 
them, that we collected annually large 
amounts on debts and that we made 
possible the payments for our heavy 
export surplus as well as those for the 
debts by lending abroad vast amounts 
of American capital. This much is rela- 
tively common knowledge. 

But this knowledge concerns the 
period of our prosperity. Of what has 
happened during the past four years of 
adversity, and of the effects which the 
policies of the present Administration 
have had and are having on the coun- 
try’s balance of international payments, 
it appears that there is only scant 
realization. 

Many may be under the impression 
that, having lost our phenomenal ex- 
port surplus and a not small part of the 
money we loaned abroad, we have al- 
ready experienced almost all of the un- 
pleasant consequences of our unbal- 
anced international position since the 
war and our cessation of foreign lending 
since 1930. It seems probable that such 
optimism may be quite unjustified, 
that a large part of these unpleasant 
consequences have been neither ex- 
perienced nor overcome but simply 
avoided and postponed from year to 
year since 1930 by a succession of 
fortuitous circumstances. In 1931 and 
1932 they were postponed by the with- 
drawals of short term funds, in 1933 by 
the flight of our own capital, and now at 
the outset of 1934 it appears that they 


will again be postponed, this time by 
the Treasury’s purchases of gold from 
private arbitrageurs and by the two 
billion dollar stabilization fund. It is 
important to understand the réle which 
these gold purchases and the stabiliza- 
tion fund may play in our balance of 
international payments. 

If the several balances of payments of 
the United States for the 14 years 
which have elapsed since the war, 1919- 
1932, be added together, the essential 
character of the post-war position of the 
United States can be seen at a glance. 

The credit side of the account is 
made up of three items, no one of which 
has appeared on the debit side during 
any of the 14 years. These three items 
are balance of merchandise trade, 
$16,042,000,000, balance of interest and 
dividends, $4,945,000,000, and war debt 
receipts, $2,435,000,000. The 14 years’ 
total is $23,422,000,000. 

This large sum of 2314 billions due to 
the United States was approximately 
balanced by five items, three of which 
(the three items of current account) 
have been on the debit side in every 
year. These five items are balance of 
tourist expenditures, $5,809,000,000, 
balance of immigrant remittances, $4,- 
915,000,000, balance of Government 
transactions, $1,523,000,000, balance of 
gold and currency movements, $1,185,- 
000,000, and balance of capital move- 
ments, $7,899,000,000, a 14 years’ total 
of $21,331,000,000. 

When it is considered that the three 


cure only the dollars made available 
through the expenditures of the United 
States on current account they would 
not have been able to pay a cent of 
interest or dividends on any American 
investment abroad and, in fact, the 
sum would have fallen short by $4 
billion of paying simply for the goods 
America exported. 

The remaining $9 billion which brings 
the account into approximate balance is 
made up of gold and currency move- 
ments and capital movements. These 
items have proved variable, appearing 
in some years on one side of the account 
and in some on the other. 

In every year from the close of the 
war until 1931, with the exception of 
1923, the United States sent abroad in- 
creasingly large amounts of long term 
capital. In 1928 these exports reached 
their highest point, $3,266,000,000. 
Then during both 1931 and 1932 the 
United States imported over $200 mil- 
lion more long term capital than it ex- 
ported, 1932 exports totalling $645 mil- 
lions and imports $862 millions. 

The net movement of short term capi- 
tal has been a most variable item. Up to 
1928, with the exception of 1925, we 
imported on balance more than we ex- 


**Next, Please!’ 


current account items in this list (tour- / yi 


ist expenditures, immigrant remittances 
and Government transactions) total 


only $12,247,000,000, it is apparent § 


how radically out of balance the current 
receipts and payments of the United 
States during the post-war period have 
been. Had foreigners been able to pro- 
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Hands-Across-the-Sea— 
The 1920-1930 Plan 


ported, the amounts fluctuating from 
$3 million in 1923 to $900 million in 
1927. But from 1928 on we had a net 
export which during 1930, 1931 and 
1932 was particularly heavy ($485, 
$709 and $371 million respectively). 

In 1931 and 1932 these exports of 
short term capital far outbalanced the 
net imports of long term capital, so 
that in spite of the cessation of long 
term lending our capital account as a 
whole continued in these two years as 
before to show a considerable net ex- 
port. In other words, at the time when 
we stopped exporting long term capital, 
we began to export short term capital. 

The importance of this substitution, 
it appears, has not been generally ap- 
preciated, for, compared with the sums 
which we formerly loaned abroad on 
long term account, the amounts of 
short term money which we sent abroad 
in 1931 and 1932 were small. But com- 
pared with other items in our inter- 
national accounts of those years, they 
were very large. The short term capital 
exports of 1931 and 1932 ($709 and 
$371 million respectively) were very 
much greater than the favorable trade 
balances of those years ($334 and $289 
million) and considerably greater in 


Digging Bait 


appeared in 1925 


"KEYSTONE 


INVESTMENTS ABROAD 


Mr. Dawes and Mr. Young were members of the Dawes plan 
commission when recovery from the war required sending 
capital where it seemed most needed. Mr. Darlington says, 
‘*The movements of long and short term capital to and from 
the United States have been since the war, and still are, the 
most important factor in determining the character of our 
international balance of payments”’ 


1931, although somewhat less in 1932, 
than the interest and dividends paid to 
the United States on all of its foreign 
investments except war debts ($662 and 
$461 million). These short term capital 
exports consisted largely of withdrawals 
of funds from the United States by for- 
eigners. While they were being made, 
the fact that we had ceased since 1930 
to be a capital exporting country in the 
true sense of the term was obscured, and 
the effects of this important change in 
our international position were in part 
postponed. 

When our international accounts for 
1933 are published this spring by the 
Department of Commerce, it will un- 
doubtedly be found that the flight of 
American capital abroad as a result of 
the banking crisis, the abandonment of 
the gold standard and other uncertain- 
ties has been the dominant feature of 
the year. A conservative compromise 
between the highest and the lowest es- 
timates of the amount of American 
capital which has sought refuge in other 
countries would suggest a figure of 
about $1 billion. This, combined with 
the eleventh-hour withdrawals of for- 
eign funds which took place during the 
early months of the year and the sums 
employed by the Government for the 
purchase of gold abroad during the 
final quarter, means that the United 


States exported on balance a large 
amount of capital in 1933, although no 
new foreign loans were floated in this 
country. 

At the beginning of 1934 the flight of 
capital from the United States had 
ceased. The stability of the gold price 
during December, the degree of de- 
preciation already attained and other 
factors gave reason to think that unless 
new fears were created it would not be 
renewed. Nor could the withdrawal of 
foreign funds be repeated. In fact a 
reverse movement under both these 
heads appeared not improbable. With 
some business improvement and com- 
parative currency stability, foreigners 
might have felt it necessary to replenish 
their balances in this country and 
Americans might have been induced to 
repatriate their capital. Had a boom 
occurred on our stock exchange, a great 
inrush of both American and foreign 
funds might have been confidently 
awaited. But quite apart from the 
possibility of a capital import, the very 
fact that abnormal capital exports ap- 
peared to have ended gave grounds for 
believing that in 1934 and the next few 
years the full effects of our unbalanced 
international position and our cessation 
of foreign lending would make them- 
selves felt for the first time. It seemed, 
in short, that the United States would 
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have to resume the export of capital or 
accept an unfavorable balance of trade 
or lose almost in full the returns on its 
foreign investments. From one of these 
three courses, or some combination of 
them, there appeared at the beginning 
of 1934 to be no escape. 

This was the situation which, it ap- 
peared, lay before America at the be- 
ginning of this year. The prospective 
supply of dollars at the disposal of for- 
eigners seemed absolutely inadequate to 
meet the prospective demand from for- 
eigners. The expenditures of American 
tourists abroad and the remittances of 
immigrants, the two chief sources 
through which foreigners may obtain 
dollars, will total in 1934 probably not 
more than $450-$500 millions. In addi- 
tion, the payments of the United States 
Government abroad, mainly for repre- 
sentation, and the payments this coun- 
try must make on account of shipping, 
will leave a balance in foreign hands 
amounting to about $100 millions. The 
total amount of dollars which will be 
made available in 1934 through Ameri- 
can expenditures on current account 
may be estimated, roughly, at $550- 
$625 millions. 

Approximately half of this sum will 
be required to pay for our favorable 
trade balance, which may amount to 
$300 millions or even more. The re- 
mainder, had no new factor intervened, 
would have had to cover the demand 
for dollars under the following four 
heads: 

1. The amount which will be paid to 
Americans on balance in respect of in- 
terest and dividends on their capital in- 
vested abroad. (In 1932 our net receipts 
under this head came to $393 millions.) 

2. The amount which foreigners will 
expend for the repurchase of their own 
securities. With prices low and the dol- 
lar depreciated, foreigners will probably 
continue to repurchase their securities 
to the extent that exchange restrictions 
permit. This will result for the United 
States in a net import of long term 
capital. (The net import in 1932 was 
$217 millions.) 

3. The amount of working funds 
which foreigners will feel called upon 
to return to this country for business 
purposes. In addition to this there is 
the amount that foreigners might be 
tempted to invest in this country 
should prices continue to rise on the 
stock exchange and business continue 
to improve. 

4, The amount of American capital 
which will be repatriated. 

Plainly, had the demand for dollars 


under these four heads, and possibly 
others, found no supply with which to 
satisfy itself other than that provided 
by the current account items mentioned 
previously, the competition for dollars 
would have been intense and their value 
in terms of foreign currencies would in- 
evitably have tended to rise. 

This situation has been completely 
altered by the devaluation of the dollar, 
the creation of the stabilization fund 
and the announcement that the Treas- 
ury would buy at $35 an ounce all gold 
imported into the country after January 
30. Gold arbitrage and the stabilization 
fund must, if the dollar’s exchange value 
in gold currencies is to be maintained at 
59.06 per cent of its former parity, pro- 
vide sufficient dollars abroad to satisfy 
the demand at that price. 


Merry-Go-Round 


(CONTINUED FROM PAGE 27) 


the two prices was due to Australia’s 
conscious depreciation of her currency, 
even below the level of the pound 
sterling. Should not Canada follow 
the example of Australia and so relieve 
her sorely distressed wheat growing 
industry? At first blush the proposal 
was attractive, but serious considera- 
tion of it led to the question of whether 
there was any difference in the purchas- 


ing power of farmers in the two coun- 
tries. A study of the question under my 
direction gave the following result. 
Australian export prices had by June, 
1932, fallen 46.9 per cent below 1928, 
while retail prices (including foodstuffs) 
had fallen 18.9 per cent and the prices 
of industrial products had risen 10.7 per 
cent. In other words, even in terms of 
a depreciated currency the purchasing 
power of the export industries (chiefly 
wool and wheat) had fallen between 40 
and 50 per cent. The comparable decline 
of farm purchasing power in Canada in 
June, 1932, was 44 per cent (farm prices 
having fallen 52.6 per cent and con- 
sumers’ goods, other than foods, 15.4 
per cent). Accordingly, the Australian 
farmer must have had a purchasing 
power differing little from that of the 
Canadian. 

This discussion might be extended to 
include much more material to disprove 
the exchange depreciation theory, in- 
cluding facts which would show that, 
contrary to the popular thought in some 
circles, the excellent economic records 
of Great Britain and Australia during 
the last two years were not due solely, 
or even mainly, to the fall below parity 
of their exchange rates. But perhaps 
enough has been said to make it clear 
that the operation of this monetary 
device revenged itself upon a misguided 
world. The full boomerang effects may 
not be known for some years. 


TO PROMOTE TRADE 


George N. Peek was named first president of the Export- 
Import Bank in Washington, which is intended to make credit 
available for foreign trade. The picture below shows members 
of the board of the bank, left to right, Charles E. Stuart, 
Lynn P. Talley, R. Walton Moore, Robert F. Kelley, Stanley 
Reed, Mr. Peek, P. T. Neff, Tom K. Smith and Chester Davis 
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The Business of Advising 


On Life Insurance 


YOUNG married man, a depositor, 
recently informed me that he had 
purchased an insurance policy 

from a certain well known company. 

“That’s fine,” I said. “ You'll find it a 
good investment.” 

“I’m sure I will,” he agreed, and 
added with a touch of pride, “That 
raises my insurance to $10,000.” 

“What kind of a policy did you 
buy?” I asked. 

“Same kind I bought a few years 
ago,” he said, “a 20-year endowment.” 

This young man had bought an ex- 
cellent policy, but the wrong type for 
him. When he purchased his first 20- 
year endowment policy, he was single 
and earning a good salary, so this com- 
bination of savings and protection had 
then been ideal. 

However, his situation in double 
harness was considerably different. He 
needed more protection and had limited 
funds to pay for it. He could buy about 
$2,000 of ordinary life for every $1,000 
of 20-year endowment. So ordinary life 
was the best contract for him. 

Perhaps it wasn’t the underwriter’s 
fault that he bought the wrong policy. 
He may have insisted that this was 
what he wanted and given the insurance 
man very meager information. It is as 
impossible for an insurance man to 
prescribe the proper protection for a 
client without knowing conditions as it 
is for a doctor to issue the right pre- 
scription without examination of the 
patient or a knowledge of his symptoms. 

“No insurance man will ever find 
out how much insurance I have,” said a 
depositor. “‘That’s confidential like the 
size of my bank account.” 


Any man with a family has a wide va- 
riety of problems to face in connection 
with his insurance 


The Importance of Fitting the Policy 
to Individual Needs 


By FREDERICK B. PEAKE 


Mr. Peake wrote on “Life Insurance 

Annuities”? in the March JOURNAL. He 

is president of the Suburban Trust and 
Savings Bank, Oak Park, Illinois 


I know why he feels that way. Any 
good underwriter can prove to him that 
his insurance protection is very in- 
adequate. He knows this and is natu- 
rally sensitive about it. He can afford 
more insurance but just cannot bring 
himself to pay for it. 

We bankers have been accused of 
making a mystery out of our business. 
In spite of years of informative adver- 
tising, it is said that a large part of the 
public has but little understanding of 
banking fundamentals. We who meet 
the public every day know this to be 


true, even though we have tried our 
best to explain and re-explain our 
operations in clear, simple language. 

The same can be said with equal 
truth about the public’s understanding 
of insurance. The average underwriter 
starts out with the right viewpoint but, 
as he goes to school and learns the finer 
points, he drops into technical jargon 
which his customers but dimly under- 
stand. He talks of premiums, dividends, 
reserves, cash surrender values, double 
indemnity, earned endowments, ex- 
tended insurance, disability and refund 
annuities so rapidly and plays the 
changes on them so quickly that the 
average customer is bewildered. Then 
his complicated policies, which require 
long explanations, do not make things 
any easier. 

Often, therefore, somewhat bewil- 
dered customers come to us for aid in 
making a (CONTINUED ON PAGE 70) 
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THe Monta 


Disturbing Legislative, Fi. 
nancial, Labor, Foreign Prob. 
lems, and Spring Arrives 


INTERNATIONAL 


Legislators are tired. Un- 
finished business piles up 
at a remarkable rate—tariff, — 

change regulation, Philip- 
pines, Securities Act, veter- 
ans’ bonus, food and drug 
bill. Above, Senators McKel- 
lar, Frazier and Barbour 
listen to the airmail tes- 

timony 


WESMITH 
Spring came on March 21 INTERNATIONAL 


Secretary Mor- 
genthau must 
refinance bil- 
lions inmatur- 
ing Liberties 
in the next 
three months 


Japan and 
Manchukuo 
ask, What 
about it? Pic- 
ture is General 
Hayashi, the 
War Minister 


KEYSTONE 


John Lewis 
and William 
Green, leaders 
in the move- 
ment against 
company 
unions 
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Codes 


RESIDENT Theodore Roosevelt once said: 
Pro all the broken reeds, sentimentality is the 

most broken reed on which righteousness can 
lean.” What righteousness was under consideration at 
the time does not appear and is not important. What 
is important is that the declaration applies aptly to 
the present situation of the N.R.A. 

The conclave of 5,000 code representatives in 
Washington and something less than 5,000 speeches 
at the gathering demonstrated one fact. This fact is 
that however much talk there may be about self-sacri- 
fice for the common good or however much ballyhoo 
there may be about spending of money on wages, 
shorter hours and similar requirements of the codes, 
999 out of 1,000 code members will do only what 
they are compelled to do and will invest money only 
when they can see with reasonable clarity when and 
whence it is coming back. 

Experience has demonstrated that the N.R.A. 
works under only two motivations—self-interest and 
compulsion. Since self-interest much of the time lies 
in avoiding code restrictions the matter sifts down to 
an increasing use of compulsion in the administration 
of the entire code system. 


PRICES, WAGES AND COMPLIANCE 


UNDER the plans of the N.R.A. administration the 
organization starts a new campaign under several 
reforms. 

These reforms relate, first, to prices. There are to 
be more effective rules governing costs to halt loss 
sales; a more uniform rule governing price stabiliza- 
tion and increased assurance that prices will not in- 
crease more rapidly and further than purchasing 
power; better protection against monopoly control 
and oppression of small enterprises; and more ade- 
quate representation of consumers and labor upon 
code authorities. 

Secondly, there is to be more uniformity of wages 
and hourly rates in competitive industries; uniform 
classification of industrial and commercial areas; and 
elimination of inconsistent provisions among various 
codes. 

A third group includes improved methods for en- 
forcing compliance with code provisions, an improved 
method of code financing to avoid racketeering and a 
campaign to effect wider use of the N.R.A. mechanism 
for settling labor disputes. Finally there is to be more 
adequate and uniform Government representation on 


EDITORIALS 


code authorities. There is to be self-government for 
business but, naturally, the Government is to see to it 
that this self-government is of the N.R.A. variety. 

Emphasis on self-government for business sounds 
rather hollow when followed by threats of “cracking 
down” on business if it fails to govern itself according 
to N.R.A. regulations. Nevertheless almost every- 
body will agree that the reforms indicated are neces- 
sary if the codes and the N.R.A. system are to 
operate more smoothly, more equitably and more 
efficiently. 


More of the Same 


ESSENTIALLY most of the reforms adopted merely 
say what the problems are, rather than offer solutions. 
The chief demand of the recovery authorities in their 
new campaign is for a 10 per cent cut in working 
hours and a 10 per cent increase in hourly wages. In 
other words, the problems today are the same as those 
of nine months ago. 

No way has as yet been found to make shorter 
hours and increased wages effective in industrial re- 
covery but the plan is to be given further trial by still 
shorter hours and still higher wages. 

No way has as yet been found to increase wages, 
shorten hours and otherwise increase industrial costs 
without increasing prices, but the hunt for a way is to 
be continued through more regulation and tighter 
restrictions. 

No means have as yet been found to avoid price fix- 
ing as an inescapable result of the standardization of 
wages and other cost factors or for preventing price 
fixing from degenerating into monopoly and monop- 
oly from raising prices above what the consumer will 
pay. The search in this line is to be continued by more 
control. 

Over the whole system hovers the ever present pos- 
sibility of a buyers’ strike against high prices, es- 
pecially since the higher prices made necessary by code 
requirements increase the disparity between the prices 
of agricultural and industrial products which it is the 
principal ambition of the Government to adjust. 
Throughout the system there is the pressing problem 
of figuring out how restriction of production by 
shorter hours, price fixing, higher prices and other 
code requirements in one line will help industries in 
other lines or how the prohibition of plant replace- 
ment or improvement, for example, will aid industries 
which furnish such replacement or equipment. 


33 


No thoughtful banker is dis- 
posed to question the useful- 
ness of the commercial paper 
brokers and the place which 
these houses occupy in the 
realm of commercial credit. 
However, if the return from 
earning assets is to be im- 
proved, it is patent that the 
rates on the prime risks must 
go up to the point where the 
premium earned for making 
a good loan reflects more 
equitably the responsibility 
assumed. 


N THIS year of codes American 
commercial bankers are proclaiming 
the idea that a new deal—with a 
code of fair practice—is in order to 
govern the relations between the com- 
mercial banks of the United States, the 
commercial paper brokers and the prime 
commercial risks. Indeed just such an 
understanding has recently been sug- 
gested by the representatives of banks 
in more than 80 Reserve cities. If 
generally adopted, the procedure rec- 
ommended will tend to increase sub- 
stantially the earnings of financial 
institutions during the present year. 
There has been a great deal of com- 
plaining on the part of bankers against 
the commercial paper brokers. At- 
tributed to them—rightly or wrongly— 
have been the aggravation of low rates, 
the securing of loans equitably belong- 
ing to commercial banks and the per- 
suading of small firms having scant 
justification for seeking their require- 
ments in the open market to desert 
their local banks for this new avenue of 
credit. In brief, the banks are claiming 
that these acts have caused undue and 
unprofitablecompetition between banks. 
Entering into the field of prime risks, 
along with commercial banks in New 
York, Chicago, Boston, St. Louis, 
Minneapolis, Atlanta and other im- 
portant centers surveying the field 
anxiously for the available good credits, 
the broker has carried off a large portion 
of the best risks—much to the dismay 
and envy of his cooperative com- 
petitors. For, strangely enough, it has 
been possible for the broker to carry on 
these activities through the protection 
set up by the banks and the encourage- 
ment given by the banks to the ultimate 
purchaser. 
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The Low Rates on 


By MITCHELL IVES 


Just now it would seem that the 
commercial bankers, with impressive 
accord, are asking for a new set of rules 
that will give them what they regard 
as a fairer chance. While the fair-minded 
banker is willing to concede that the 
low rates which have prevailed are a 
reflection of the supply and demand of 
credit, he feels nevertheless that the 
type of competition which the com- 
mercial paper brokers have used in their 
efforts to obtain the notes of these prime 
risks has been a potent influence in 
driving down rates. It is the opinion of 
a considerable group of seasoned bank- 
ers that a line of reasoned procedure 
will improve the situation. 

The complaint of the banker, possibly 
colored by the desire to obtain higher 
rates and retain a good share of the 
credits extended to the best risks, is that 
he is not getting fair treatment. Pointing 
out that the commercial paper brokers 
have persistently quoted lower and 
lower rates to the borrowers until the 
best names have been able to borrow at 
as low as 1 per cent, they maintain that 
the competitive force of this club has 
batted down rates until they are being 
denied a fair return on their earning 
assets. The larger banks in New York, 
Chicago, Boston, Philadelphia and even 
smaller financial centers have been 
forced to accept unsecured notes as 
low as 114 and 1)4 per cent, knowing 
full well that if they did not quote such 
rates the borrowers would take their 
paper to the brokers and they would get 
nothing instead of the admittedly 


meager return offered by this bargaining 
system. 

Fairness prompts the statement that 
the commercial paper brokers have 
vehemently denied they are to blame 
for the low rates. They point their 
fingers to the extremely liquid condition 
of the banks, with their bulging excess 
reserves, the absence from the credit- 
seeking ranks of many good corpora- 
tions that borrow in normal times and 
the admittedly intense competition for 
the most desirable notes. In short, they 
contend the rates merely reflect the glut 
of money seeking investment in short 
term credits. “Don’t blame us,” they 
say. “Blame the law of supply and 
demand.” 

Nevertheless, the bankers are un- 
willing to ascribe the prevalence of such 
rates wholly to the over-supply of 
money and credit. One wrathful banker 
from the South told this story. A com- 
mercial paper broker approached one of 
his good customers and sought the 
opportunity to offer his paper in the 
open market at what seemed a strik- 
ingly low rate of interest. This brought 
no business, so the broker followed up 
with the offer to lend money without 
interest—merely asking that the cus- 
tomary commission be paid. Finally, 
the broker proposed to halve the com- 
mission. When the southern banker 
heard a recital of these facts, he waxed 
wroth. While this is probably the most 
grevious instance that has come to light, 
it is the revelation of just such methods 
as these that has roused the ire of 


In the final analysis, it is recognized that the most practical 
method of insuring just treatment for the banker is for each 
individual loaning officer, in setting up a line of credit, to 
reach an understanding with the borrower that, if the firm 
or corporation finds it necessary to borrow during the year, 
some use of the bank line will be made during the period. 
Admittedly, if this procedure were uniformly followed, there 
would be less ground for complaint on the part of the com- 


mercial banks. 
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Prime Commercial Credit 


bankers in several parts of the country. 

It is rather generally agreed that the 
only way even a prime commercial risk 
can dispose of its notes is by having the 
banks with which the corporation or 
firm does business set up sufficiently 
large lines of credit to protect the 
amount of borrowing in the open 
market. Inasmuch as the buyer of the 
note purchases the paper with the 
assurance that it will be paid off when 
due, without a single renewal, it is 
virtually essential that the borrower 
shall be able to go to his bank and have 
a firm call on enough credit to pay off 
the holder of the commercial paper. 
It is thus that the banks afford protec- 
tion to the commercial paper brokers, 
enabling them to take business away 
from the banks. It is interesting that 
some commercial bankers are advancing 
the idea that a commitment fee should 
be made for setting up a line of credit, 
whether used or not. 

Moreover, the banks help the com- 
mercial paper broker sell the paper. Be- 
fore a country bank purchases a note in 
the open market, it almost invariably 
checks with one or more of its big city 
correspondents to obtain their opinion 
as to the goodness of the risk. Inasmuch 
as the bank in the larger center either 
has thought enough of the firm or cor- 
respondent, whose note is being offered, 
to place a line of credit at its disposal, 
or regards the financial statement of 
the company as being strong enough to 
warrant the extension of credit, it has 
no other choice, as a rule, than to de- 
clare that the note is a suitable invest- 
ment for a banking institution. And by 
just such a system, the commercial 
banks of the country, to a considerable 
extent at least, have joined in a selling 
campaign, the effect of which is to 
deprive themselves of the most desirable 
credits. 

The degree of responsibility toward 
the borrower that the bank bears, as 
contrasted with that of the commercial 
paper broker, has been expressed in the 
philosophical adage—“ A man will fight 
for his home, but not for his boarding 
house.” The bank which extends open 
lines of credit to its good customers is 


What amounts to a code of fair practice between the banks 
and the brokers has recently been suggested by a committee 
of seven outstanding bankers, appointed by the Association 
of Reserve City Bankers to consider all angles of open market 
operations, credit lines and contacts with customers. 
Headed by R. S. Hawes, vice-president of the First National 
Bank in St. Louis and a former President of the American 
Bankers Association, the committee was composed of Arch 
W. Anderson, vice-president, Continental] Illinois National 
Bank and Trust Company; Hal Y. Lemon, vice-president, 
National Bank of Detroit; Joseph S. Maxwell, vice-president, 
New York Trust Company; Charles E. Spencer, Jr., vice- 
president, First National Bank of Boston; Lyman E. Wake- 
field, president, First National Bank of Minneapolis, and J. 
S. Kennedy, vice-president, First National Bank of Atlanta. 


not just a fair weather friend. It is ex- 
pected to stand by, even though the 
financial winds may blow and storm. At 
any event, this is the thought that 
underlies the insistence of the banks 
that they should obtain at least a part 
of the current borrowing of the prime 
risks. 

For a long time, the commercial paper 
brokers were reluctant to offer the notes 
of any firm or corporation that did not 
have a net worth of sizeable proportions. 
But, with the scarcity of paper from the 
better known names, the brokers have 
scoured the highways and the byways 
and have gone into the smaller com- 
munities in their quest for notes to be 
offered in the open market. Small manu- 
facturing concerns, wholesale groceries 
with a very limited volume of business 
and other commercial enterprises, which 
have not considered themselves large 
enough to maintain accounts in a 
financial center and have hitherto ob- 
tained all of their credit requirements 
from their local banks, have been 
solicited by the brokers. As an induce- 
ment to break away from old moorings, 
they have been offered substantially 
lower rates than they have been accus- 
tomed to get from their own banks. 
Thus, this phase of the competition for 
short term credits has brought the prob- 
lem squarely up to the country banks. 


Inasmuch as they have been substantial 
buyers of commercial paper themselves, 
the country banks thus make it possible 
for competition of this type to thrive. 
The argument of the commercial 
paper brokers on this point is not with- 
out force and merit. They assert that the 
two reasons prompting the big city 
banks to set up lines of credit for these 
prime risks are compensating balances, 
which entitle them to the protection of 
available credit, and strong financial 
statements, reflecting a satisfactory 
ratio of quick assets to current liabil- 
ities and clearly demonstrating the 
ability of the company to borrow the 
money and pay it off without difficulty. 
The only compensation that the broker 
receives for his service is a small com- 
mission, whereas the banker has earn- 
ings from compensating balances that 
represent from one-tenth to one-fifth 
of the amount of credit held in reserve. 
It is no secret that some of the leading 
figures in the commercial paper field 
would like to see rates higher; it would 
make the banks more anxious to pur- 
chase this paper for their investment 
portfolios, and it would bring lending 
rates in the smaller centers more nearly 
into line with what have been the pre- 
vailing rates in these communities. But 
they insist the lowrates merely reflect the 
oversupply of (CONTINUED ON PAGE 51) 
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Short-Cut Account Analysis 


ESSURE for the simplification 
and speeding up of account analysis 
is coming from two sources these 

days. One is the Bankers Code, which 
calls for an equitable system of charges 
and the other is the attitude of custom- 
ers towards the present charges. From 
their standpoint it is essential to have 
the charges based on actual account 
analysis, to avoid any thought that 
profitable accounts are still paying the 
freight on unprofitable ones because of 
loopholes in the charge system. 

There is nothing new about the 
analysis charge. It has been used for 
some time by a number of banks, 
usually as a supplement to the older 
system of multiple charges. But it is by 
no means as simple a procedure as they 
would like it to be—few banks have 
found it possible to analyze every 
account every month. 

The account analysis can, however, 
be shortened and simplified to an 
amazing degree without sacrificing any 
of the factors which make for complete 
analysis. This is accomplished by 
expressing the analysis in the form of an 
equation, substituting the known fac- 
tors (which are the rates used), and 
finding the profit or loss in terms of the 
unknown quantities (which are the 
balance, float and activity of each 
account). Then by substituting those 
amounts as they become known for each 
account, the value of the account is 
determined by a few simple computa- 
tions. And the results so obtained will 
always agree with those obtained under 
the longer methods, should it ever be 
necessary to sit down with a customer 
and work out the analysis of his account 
by the old method. The only precaution 
necessary is that of noting whether the 
account has a “net overdraft’’, as such 
an account requires special treatment 
under amy method of analysis. These 
instances are rare, and can be detected 
at a glance. 
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By T. J. BARCLAY 


First National Bank, Mason City, Iowa 


| DATE | ACTIVITY 


ACTIVITY X RATE 


. AV. FLOAT X 00263 - 


AV. BALANCE X 0004___ 


CHARGE 


TIME 


The short-cut analysis 
form which the author 
says would eliminate 
two-thirds of the work 
of analyzing accounts 


The short-cut analysis form is shown 
herewith. It is entirely complete in 
itself, carrying the activity and float 
records and the analysis computations 
all on one small sheet, and requiring 
only four to eight operations as against 
12 to 25 under the old methods. The 
short form shown was prepared from 
the following set of rates: 


Reserve, 10 per cent 

Income from loanable balance, 4 per 
cent 

General overhead, 30 cents per thou- 
sand of book balance 

Loaning overhead, 70 cents per thou- 
sand of loanable balance 

Desired profit, 2 per cent per annum 
(on book balance) 


But it is, of course, easily adapted to 
any set of rates, the only changes being 
in the multipliers used against the float 
and balance figures. The following 
rates: 


Reserve, 20 per cent 

Income, 5 per cent 

General overhead, 30 cents per thou- 
sand 

Loaning overhead, 70 cents per thou- 
sand 

Desired profit, 114 per cent 


would result in these multipliers: .00346 
for float and .00122 for balance. 

To show how the multipliers are 
found, we give here the analysis 
equation, substitute the first set of rates 
given above, and reduce to simplest 
terms. The loss on an account (including 
the desired profit) is the activity cost 
plus the general overhead, plus the 
loaning overhead, plus the desired 
profit, minus the income from the loan- 
able balance. Expressed in symbols, we 
have: Loss= Activity Cost+GB+L 
Substituting known rates gives us: 
Loss= Activity Cost+ .0003B+ .0007 
(B—10%B—F)-+ .001666B — .00333 


DP. 
|| 


(B—105B—F). In short, Loss= Activ- 
ity Cost+.00263F—.0004B. Inasmuch 
as these multipliers would be constants, 
charts could be prepared from them to 
permit even more rapid computations. 

If the short-cut method is to be used 
merely as an analysis and not as a 
charge, it can be further shortened by 
the elimination of average float and 
average balance figures, the ¢otal float 
and total of balances being used with 
multipliers previously divided by the 
number of days in the month. However, 
where the short-cut analysis is to be 
used as the basis of a charge, the aver- 
age float and average balance figures 
might just as well be used, as it will be 
necessary to find them that they may be 
shown on any charge form that is used. 
If the utmost simplicity and rapidity in 
computing analyses or charges is de- 
sired, anyone can (as the writer has) 
make a simple slide-rule which will show 
the profit or loss (or charge) at a glance 
when set at the given activity, float and 
balance figures. 

The short-cut analysis is flexible not 
only as to rates but in the basic analysis 
itself. The basic analysis equation can 
be as simple or as complete as is neces- 
sary, can contain any number of over- 
head computations and still be reduced 
to the same number of terms—those of 
balance and float. A few years ago 
hundreds of banks discovered that they 
were making their reserve deduction 
after the float deduction, although they 
were carrying their reserves against 
book balances; and they were then 
forced to change their analysis forms. 
Under the short-cut method, this, or 
any other change in technique or rates, 
would not require a change in the analy- 
sis form. A slight change in one or both 


Here is described one of many efforts 
which have been made to simplify and 
clarify the task of analyzing accounts for 
the purpose of assessing service charges. 
The importance of simplification is 
two-fold—to save time in the bank and 
save the patience of customers. This 
article is April’s contribution to the 
discussion 


of the multipliers would suffice and 
would not require lengthy explanations 
—would not even be noticed by most 
customers. 

The form of charge slip used with the 
short analysis is not illustrated, but it is 
suggested that it be as simple as pos- 
sible; showing on the face the name, the 
activity units, average float, average 
balance, and using substantially this 
phrasing: “We charge your account 
$——,, being the activity cost of your 
account, less the earning value of your 
balance. See other side for method of 
computing the charge and for method of 
determining the balance necessary to 
avoid any charge.” The reverse should 
then contain the scale of unit rates, the 
method of arriving at the earning value 
of the balance (probably .0004 times 
average balance less .00263 times aver- 
age float), and the method of deter- 
mining the balance necessary to avoid a 
charge (reversing the charge equation). 


UNIT BASIS 


TO return to the analysis form, when an 
account is profitable beyond the mini- 
mum desired profit point a negative 
result is obtained, being the excess of 
obtained profit over desired profit. This 
amount is written below the “charge” 
line, and the desired profit and obtained 
profit are noted on the lines marked DP 


PATIENCE 


and PR, completing the analysis record 
(when wanted). The activity and float 
records embodied in the analysis form 
are designed for float which has been 
reduced to a one-day basis and activity 
which has been reduced to a unit basis. 
Reduction of float to a one-day basis is 
an old and accepted practice, but it 
might be well to illustrate the reduction 
of activity to a unit basis. Suppose 
the following cost rates were in use: 


O T checks deposited, 114 cents 

Clearings and local P O orders de- 
posited, 1 cent 

O T collections deposited, 10 cents 

Cream and grain drafts deposited, 4 
cents 

Checks drawn, 3 cents 


Then the following unit rates would 
apply: 
O T checks deposited, 3 units 
Clearings deposited, 2 units 
O T collections deposited, 20 units 
Cream and grain drafts deposited, 8 
units 
Checks drawn, 6 units 


A rate of 14 cent would be applied 
against the total units. 

For several often-proved reasons, in 
an analysis charge normal deposit-slip 
activity cost is included either in other 
activity items or in a minimum balance 
charge, and a nominal unit rate is 
applied against excessive use of deposit 
slips. Perhaps it should be pointed out 
that the reduction of float to a one-day 
basis and activity to a unit basis are not 
essential parts of the short-cut analysis 
method, but are explained here merely 
because we have found them simple and 
convenient and have embodied them in 
the short analysis form. 


One advantage of short-cut analysis is that it can be explained 
to customers with a minimum of difficulty 


EWING GALLOWAY 
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Legal Notes and Digest 


—Collateral Note Forms 
—Postal Savings 


| ATIONS and opin- 

ions given here are prepared for 
the JOURNAL by the Legal De- 
partment of the Association, 
under the direction of D. J. Need- 
ham, General Counsel 


CHECK YOUR COLLATERAL NOTE FORMS 


The suggestions below are based upon 
the actual experience of banks disclosed 
by inquiries to the Legal Department 
and by judicial decisions. The number 
is strictly limited to those most im- 
portant, excluding, also, matters con- 
cerning which the forms are as a rule 
adequate, such as authority in the 
pledgee to sell the collateral. 


Collateral Notes—General Suggestions 

1. The term “liabilities” is broader 
than “indebtedness” and should be 
used in preference when describing the 
obligations for which collateral may be 
held. 

2. When the pledge includes “other 
existing obligations,” describe them 
specifically. 

3. Provide that the collateral shall 
secure obligations purchased from third 
persons. 

4. Designate the exact person to 
whom the collateral is to be redelivered, 
if there is any doubt as to this, as where 
there are two makers of the collateral 
note. 

5. Include authority to set off a 
deposit of the pledgor against his un- 
matured obligation. 

6. A transferee of a collateral note, 
by indorsement or otherwise, should be 
adequately protected by vesting in him 
such rights of the original pledgee as are 
necessary for this purpose, as for ex- 
ample, rights connected with the sale 
of the collateral. 

7. Include in the pledge of stock, 
rights to subscribe and cash and stock 
dividends. 
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8. Consult the state bankers asso- 
ciation and the correspondent bank in 
the same state. Either or both may have 
a form worked out with considerable 
skill. 

9. For forms actually used by banks, 
see Paton’s Digest Opinion 3816a, vol. 
2, page 2157. 


Suggestions to prevent the release of 
parties secondarily liable 

1. An extension clause should specifi- 
cally authorize more than one extension. 

2. Specific provision should be made 
that the taking of renewal notes shall 
not operate as payment of the original 
note and that the parties to the original 
note shall remain liable until a renewal 
note is actually paid. 

3. Authorize the pledgee to compro- 
mise with the pledgor. 

4. Authorize the exchange of secur- 
ities. 

5. Put waiver clauses on the face of 
the note rather than on the back. 


POSTAL SAVINGS—TIME OF PAYMENT— 
BONDS 
§11 (c) of the Federal Banking Act of 
1933 amending the Postal Savings Act 
reads in part: 


“Any depositor may withdraw the 
whole or any part of the funds deposited 
to his or her credit with the accrued in- 
terest only on notice given sixty days 
in advance and under such regulations 
as the Postmaster General may pre- 
scribe; but withdrawal of any part of 
such funds may be made upon demand, 
but no interest shall be paid on any 
funds so withdrawn except interest 
accrued to the date of enactment of the 
Banking Act of 1933,” June 16, 1933. 

That an amendment of the law is to 
be construed in general as changing the 
law is a fundamental rule of statutory 
construction; otherwise little reason 
exists for the amendment. In sharp 
contrast with this rule is the following 
statement by the Third Assistant Post- 
master General in the Postal Bulletin 
for July 27, 1933:“. . . theamendment 
does not involve any change whatever 
in Postal Savings procedure.” 

Such a statement requires explana- 
tion, which appears in Order No. 3850 
of the Postmaster General in the Postal 
Bulletin for July 13, 1933. A continuing 
deposit under the statute cannot be 
paid on demand with interest accruing 
after June 16, 1933. However, the order 
provides for definite limitations on 
continuing deposits. By official order, 
without any action on the part of the 
depositor, deposits are considered as 
withdrawn and redeposited every three 
calendar months after they begin to 
draw interest. On demand, the deposit 
is repaid “with all accrued interest, 
embracing fully completed quarters.” 

Exchange of postal savings deposits 
for 20-year tax exempt postal savings 
bonds, bearing 214 per cent interest, 
payable semi-annually, is authorized by 
§10 of the Postal Savings Act. Such 
bonds are “redeemable at the pleasure 
of the United States after one year from 
the date of their issue.”” The bonds may 
be issued only to redeem outstanding 
Government bonds subject to call, or in 
lieu of other bonds when “under au- 
thority of law ... the Government 
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desires to issue bonds for the purpose of 
replenishing the Treasury.” 

Leaflet PS 27, dealing with postal 
savings bonds, provides: 

“16. The Board of Trustees of the 
Postal Savings System will purchase 
postal-savings bonds at par plus accrued 
interest to date of purchase any time 
after their issue.” Two minor limitations 
as to purchase on demand are that the 
bonds are not available for delivery 
until six or seven weeks after the date of 
exchange on January or July 1 and that 
no purchase of bonds is made in June or 
December. 


FIRE INSURANCE PROTECTION FOR 
MORTGAGEE 


The proper practice for the protec- 
tion of the first mortgagee, when there 
is a second mortgage, is to have the 
mortgageor take out one fire insurance 
policy for at least the amount of both 
mortgages, making it payable to the 
first mortgagee as his interest may ap- 
pear, with the balance payable to the 
second mortgagee as his interest may 
appear. 

The security of a bank as mortgagee 
may be endangered by inadequate 
fire insurance by the mortgageor under 
the operation of a “coinsurance clause,” 
such as: 

“This Company shall not be 
liable for a. greater proportion of 
any loss or damage to the prop- 
erty described herein than the 
sum hereby insured bears to 
eighty per cent (80%) of the actual 
cash value of said property at the 
time such loss shall happen.” 


NATIONAL BANKS—PLEDGE FOR 
BANKRUPT FUNDS 


Any inference from Note 11 of the 
opinion of the Federal Supreme Court 
of the United States in Texas & Pacific 
Railway Company v. Pottorff, 54 
S.Ct. 416, analyzed on page 42 of the 
March JOURNAL, that a national bank 
may pledge assets as depository for the 
money of bankrupt estates, is removed 
by Section 61 of the Bankruptcy Act, 
which directs that courts of bank- 
ruptcy shall “require bonds to the 
United States” from such a depository. 
For all practical purposes, the statute 
requires a surety company bond. 


INTEREST ON DEPOSITS IN 
INSURED BANKS 
The major differences between pay- 
ment of interest on deposits in banks 
participating in the Federal Deposit 
Insurance system without membership 


Fire Insurance Protection 
for Mortgagee 


Interest on Deposits 
in Insured Banks 


National Banks — 
Pledge for Bankrupt 
Funds 


Removal of Trustee 
Single Interest of Trustee 
Negotiability of C/D Forms 


in the Reserve System, under Regula- 
tions B and C of the Federal Deposit 
Insurance Corporation, classified as 
(a); and Reserve member banks under 
Section 11 (b) of the Banking Act of 
1933 and Regulation Q of the Federal 
Reserve Board, classified as (b), are: 

1. (a) The nonmember bank, (b) 
unlike the member, is not prohibited 


from paying a time certificate or open 


time account before its maturity. 

2. The prohibition against interest 
on demand accounts applies after (a) 
March 1, 1934, and (b) June 16, 1933. 

3. Where the deposit, whether on 
certificate or otherwise, cannot be re- 
quired to be repaid on demand, in order 
not to be classified as a “demand de- 
posit” upon which interest is prohib- 
ited, (a) the nonmember bank must 
have the right to refuse payment within 
30 days of the deposit, or without at 
least 30 days’ notice, oral or written; 
if the right to require such notice is 
reserved, the bank may in practice pay 


on demand. (b) The deposit of a mem- 
ber cannot be repayable within 30 days 
from its date and 30 days’ written notice 
must be actually required; the bank 
may not waive such notice, except for 
“savings deposits” which are limited 
to “funds accumulated for bona fide 
thrift purposes.” 

4. The maximum interest on time 
deposits is (a) 3 per cent compounded 
quarterly, and (b) 3 per cent com- 
pounded semi-annually. 

5. Such limitation applies generally 
after (a) January 2, 1934, and (b) 
October 31, 1933. 


REMOVAL OF TRUSTEE 


If at common law a trustee could not 
effectually execute the trust, absconded, 
became bankrupt, misconducted him- 
self, dealt with the trust fund for his 
own personal profit and advancement, 
committed a breach of trust, refused to 
apply the income as directed, failed to 
invest as directed, or acted adversely 
to the interests of the beneficiaries, 
neglected to use due care in protecting 
the trust estate, or was guilty of gross 
misconduct in the execution of the 
trust, or for any other good cause, a 
trustee could be removed and a new 
trustee substituted in his place by a 
court of competent jurisdiction. 

A trustee has no right to act when 
duty is opposed to interest, fidelity to 
cupidity, honesty to the desire for per- 
sonal gain. 

Statement of Michigan Supreme 
Court in Kelsey v. Detroit Trust Com- 
pany, 251 N.W. 555. 


NEGOTIABILITY OF c/ D FORMS 


A Journat subscriber has raised the 
question whether the “negotiable” 
certificate of deposit forms on P. 36 of 
the December and Pp. 41 and 42 of the 
January issues may not be rendered 
nonnegotiable by some of their pro- 
visions. The only clause which would 
throw doubt upon negotiability is 
“Subject to present and future laws of 
this state and of Congress and to regu- 
lations of state and Federal authori- 
ties.” The Federal Reserve Board 
recommends that each certificate issued 
by a member bank contain a clause 
authorizing the bank to change the 
interest rate to comply with require- 
ments of the Board. The clause in 
question is similar in nature but broader 
in application. Such clause is desirable 
even if it renders the certificate non- 
negotiable. Moreover, the issuing bank 
is better protected by a nonnegotiable, 
rather than a negotiable, certificate. 
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Events 


and Information 


HOT SPRINGS 


Leo T. Crowley, Chairman of the Federal Deposit Insurance Corporation, will address 
the Executive Council of the American Bankers Association in Hot Springs on the 
evening of April 18, the end of the Council’s three-day meeting 


Code Authorities’ 
Conference 


URING the Conference of Code 
Authorities and Trade Association 
Committees with the N.R.A. in Wash- 
ington, March 5-8, members of The 
Banking Code Committee were present 
at the five group meetings which were 
held to examine in detail specific prob- 
lems in the advancement of employ- 
ment, protection against destructive 
competition, restrictions in expansion of 
facilities, code administration, the posi- 
tion of minorities and other designated 
subjects. 

The following members were in at- 
tendance at the meetings specified: 

Group I—Possibilities of increasing 
employment; wages and hours; compar- 
ative situation of capital goods and con- 
sumer goods industries. 

Abner J. Stilwell, vice-president, 
Continental Illinois National Bank and 
Trust Company, Chicago, Illinois. 

O. Howard Wolfe, cashier, Phila- 
delphia National Bank, Philadelphia, 
Pennsylvania. 

Group II—Trade Practices: Costs 
and prices; protections against destruc- 
tive competition, and against excessive 
prices and monopolistic tendencies. 

Henry A. Theis, vice-president, Guar- 
anty Trust Company, New York, 
N. Y. 

John J. Driscoll, Jr., president, Dris- 
coll, Millet & Company, Philadelphia, 
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Pennsylvania. (Alternate for Thos. B. 
McAdams.) 

Group III—Trade Practices: Con- 
trol of production; limitation of ma- 
chine hours; restriction of expansion of 
facilities; ethical practices regulating 
competitive relationship. 

Hugh L. Clary, vice-president, Bank 
of America, N. T. & S. A., San Fran- 
cisco, California. (Alternate for A. P. 
Giannini.) 

Thomas B. Paton, Assistant Secre- 
tary, The Banking Code Committee. 

Group IV—Code Authority organi- 
zation; code administration, including 
compliance and enforcement; inequali- 
ties, inconsistencies and overlapping in 
codes; inter-industry and _ inter-code 
coordination; the financing of code 
administration; use and control of the 
code eagle. 

Ronald Ransom, Chairman, 
Banking Code Committee. 

Frank W. Simmonds, Secretary, aaa 
Banking Code Committee. 

George O. Vass, vice-president, Riggs 
National Bank, Washington, D. C. 

Grove V—Operation of codes in 
small enterprises; position of minorities. 

Preston B. Doty, president, First 
National Bank, Beaumont, Texas. 

W. A. Kennedy, president, First 
National Bank, Pomona, California. 


The 


Institute Convention 


IHE Annual Convention of the 
American Institute of Banking has 
two general sessions. The rest of the 


O. Howard Wolfe 


convention time is devoted to confer- 
ences on various specific problems. 

A prominent educator is generally 
selected to give the opening address at 
the first general session. At the Wash- 
ington Convention of the Institute, 
opening June 11, 1934, the speaker at 
the first general session will be Dr. 
Francis Pendleton Gaines, president of 
Washington and Lee University. 

It is now the practice of the Institute 
to ask some prominent Institute gradu- 
ate to make the closing address at the 
second general session. This year O. 
Howard Wolfe, cashier of The Phila- 
delphia National Bank, Philadelphia, 
Pennsylvania, will be the speaker. Mr. 
Wolfe is an A. I. B. graduate of 1912. 
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What 


RECORDAK 
Can Do for You 


1. It creates an immediate sav- 
ing... cutting operating costs as 
much as 40%. 


2. It requires no capital invest- 
ment, being rented at a moderate 
monthly charge. 


3. It gives an authentic picture 
of the facts behind the figures... 
guarding against tampering, ex- 
traction and substitution. 


4.- It cuts down storage space... 
gives you valuable extra room. 


5. It protects your customers 
against the inconvenience caused 
by lost checks and statements... 
and in so doing creates good- 


ECORDAK savings are not 
paper-profits...they’re a 
cash reality in hundreds of banks. 
In over 300 towns...in big 
banks...in small banks—Recor- 
dak has cut bookkeeping costs a 
third... saved 40% in machine 
equipment... cut stationery costs 
in half. With bank profits limited, 
think what such savings would 
mean in your bank. 

You can have these savings— 
without capital investment. A 
small monthly rental puts Rec- 
ordak in your bank... keeps it 
serviced and working without 
extra charge. 

You don’t have to guess about 
photographic bookkeeping. 
Right now, other banks your size 
... with similar problems... are 
saving with Recordak. We’ll 
gladly tell you about these other 
banks...show you what Recor- 
dak has done for them—what it 
can do for you. 
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RECORDAK curs 


COSTS IN EVERY TYPE OF BANK 


IN PHILADELPHIA 
The Pennsylvania Com- 
pany... with deposits of 
about $200,000,000 

photographs all 
checks. Eight Recor- 
dak machines are in 
daily use — creating a 
yearly saving of many 
thousands of dollars. 


IN KOKOMO, IND. 

The Union Bank and 
Trust Co.... with less 
than $2,000,000 in de- 
posits ... photographs 
all checks with one 
Recordak. Since the 
installation of this ma- 
chine, per item costs 
and man hours of work 
have decreased more 
than 40%. 


will for your bank. FREE FOLDERS GIVE YOU THE FACTS 


se=—e These free folders will tell you how to achieve 
Recordak economies in your bank. They tell 
you how to cut your operating costs. Check 
the ones you want ...send for them today. 


RECORDAK CORPORATION, 
Subsidiary of Eastman Kodak Company, 


No Bank too Big nr 350 Madison Avenue, New York City 
Please send me the checked folders: 


No Bank too Small to CT Applications Recordak 


and Economies Transit System 


Protection New Business 


C7] Recordak Single Small 
Posting Plan Bank Systems 


NAME 
BANK 


STREET AND CITY 


| 

Reco rdak can cut 

from your 

costs ® 


Police Radio 


Protection 


F the state of Indiana had possessed 
an adequate state police force 
equipped with modern police radio 

service would Dillinger have escaped? 
Possibly he would; probably not; cer- 
tainly not so easily or with so little 
trace. 

Another question: how does the num- 
ber of bank robberies in states with an 
adequate radio police service compare 
with the number in states not so 
equipped—population, geography and 
all things considered? 

This question cannot be answered off- 
hand. Information is incomplete, and 
perhaps a satisfactory answer cannot be 
given until more states are so equipped 
and more experience has been had. One 
fact can be stated with certainty. No 
one appreciates the effectiveness of such 
police protection any more than the pro- 
fessional criminal. Few robberies are 
committed without careful calculation 
of all factors of danger, detection and 
punishment. The semi-military, highly 
trained state trooper in instant commu- 
nication with, or under orders of, a cen- 
tral state authority in constant touch 
with all parts of a commonwealth is a 
formidable opponent for any criminal. 

State police systems are logical de- 
velopments of the motor age. Most of 
them, in fact, have had their genesis in 
traffic regulations governing the modern 
systems of magnificent highways—great 
gridirons of the concrete and macadam 
era. These very highways, however, 
have so improved the means of individ- 
ual travel as to introduce new elements 
in crime and the habits and practices of 
criminals. It was the bank robber and 
holdup man who first discovered the 
possibilities of crime and escape in the 
automobile on good roads. Government 


IT IS in the protection of rural communities against major 
crimes such as bank robberies that state radio police systems 
are especially valuable. The number of bank robberies, pay- 
roll holdups and similar crimes in the larger cities is high 
enough in all conscience, but the greater number occur in 
communities where the protective force is comparatively small 
and where the getaway is comparatively easy. 

Last year 76 cities reported 232,022 emergency calls trans- 
mitted and the average time for officers to appear on the scene 
was two and a quarter minutes. Fifty-six cities reported 
15,604 arrests as a result of their emergency calls. Applying 
the system to states, one can readily appreciate the effective- 
ness of a service which, upon notice of a bank robbery in any 
place, however isolated, can instantly set in motion a troop 
of state police converging upon the scene of the robbery from 
every direction over every road, covering all highways en 
route with an encircling net through which few criminals can 
escape even in the modern means of transport which are 
making such statewide and interstate systems of protection 


and detection an increasing necessity. 


made the discovery later, rather too late 
to stop the thief in the heyday of his 
calling, but it has made the discovery 
and is finally stopping him. State traffic 
officers developed into troops of state 
police for the detection and prevention 
of crime. State police, like their munici- 
pal confreres, are calling in the radio 
to increase their efficiency. Nowadays 
even the telegraph and telephone are 
slow when it comes to catching a thief. 
Three factors enter into the establish- 
ment of this new means of preventing 
crime and catching the criminal. The 
first, from a government standpoint, is 
the matter of expense; the second, from 
a general standpoint, is the develop- 
ment of efficient systems suited to 
local and state needs; the third is the 
elimination of technical difficulties. 
Naturally, an adequate state police 
system is expensive and radio equip- 
ment adds to the cost. Crime, however, 
is much more expensive, and the indica- 
tions are that comprehensive state sys- 
tems of combating crime will be found 
more economical in the long run than 
the expensive machinery heretofore 
maintained for the purpose in each 
locality. Naturally, also, the develop- 
ment of an efficient adaptation of new 
means of dealing with crime and the 
criminal requires time and experience. 


The use of the radio in police work in 
the cities has extended over a long 
enough period. It gives governments 
and the public a good idea of what the 
radio can do in the protection of life and 
property and how it does it. 

Technical difficulties have been more 
serious than has been generally appre- 
ciated. Their elimination has occupied 
the attention not only of local authori- 
ties but of the entire world. As a matter 
of theory, if a police station in some 
small town equipped with a radio broad- 
casting apparatus decides to proclaim to 
the world that some one has stolen 
Squire Jones’ yellow dog there would be 
nothing to stop the message from reach- 
ing Mars if the broadcaster were strong 
enough and conditions were favorable. 
So with all broadcasting stations. 

Hence the Government long ago 
started regulation. It confined each sta- 
tion to a wave (CONTINUED ON PAGE 44) 
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THE TRAVELERS 


L. EDMUND ZACHER, President 


THE TRAVELERS INSURANCE COMPANY 


(Seventieth Annual Statement) 


ASSETS 


United States Government Bonds$105,788,070.00 
Other Public Bonds .  83,298,412.00 
Railroad Bonds and Stocks 70,068,374.00 
Public Utility Bonds and Stocks 67,888,874.00 
Other Bonds and Stocks 46,811,036.00 
First Mortgage Loans 94,167,046.00 
Real Estate .  38,369,683.32 
Loans on Company’s policies . 123,933,754.60 
Cash on hand and in Banks 15,688,063.52 
Interest accrued 9,998 442.49 
Premiums due and deferred 24,355,244.56 
All Other Assets , 569,453.54 


Toran. . . . . . $680,936,454.03 


RESERVES AND ALL OTHER LIABILITIES 


Life Insurance Reserves . $579,307,653.78 
Accident and Health Insurance 

Reserves 8,741,014.23 
Workmen’s Compensation and 

Liability Insurance Reserves 43,150,501.13 
Reserve for Taxes . 2,907 638.53 
Other Reserves and Liabilities 1,700,329.94 
Special Reserves 8,840,330.48 


$20,000,000.00 
16,288,985.94 


Capital 
Surplus 


36,288,985.94 
Toran . . . . . $680,936,454.03 


THE TRAVELERS INDEMNITY COMPANY 
(Twenty-eighth Annual Statement) 


ASSETS 


United States Government Bonds $2,463,667.00 
Other Public Bonds F 2,070,578.00 
Railroad Bonds and Stocks. 2,510,103.00 
Public Utility Bonds and Stocks —_1,527,002.00 
Other Bonds and Stocks 8,509,827.00 
First Mortgage Loans . 312 "500. 00 
Cash on hand and in Banks 1,509, "469.63 
Premiums in Course of Collec- 

tion . . 1,682,732.72 
Interest accrued. 96,005.43 
All Other Assets 76.00 


Toran. . . . . $20,681,960.78 


REsERVES AND ALL OTHER LIABILITIES 


Unearned Premium and Claim 
Reserves . 


Reserves for Taxes . os 
Other Reserves and Liabilities 
Special Reserves 


Capital 
Surplus . 


$7,644,876.26 
332,451.32 
530,290.19 
4,372,568.89 
$3,000,000.00 
4,801,774.12 


7,801 ,774.12 
ToraL . . . . . $20,681,960.78 


THE TRAVELERS FIRE INSURANCE COMPANY 
(Tenth Annual Statement) 


ASSETS 


United States Government Bonds $4,690,549.00 
Other Public Bonds. 1,062,419.00 
Railroad Bonds and Stocks 2,165,488.00 
Public Utility Bonds and Stocks 4,045,845.00 
Other Bonds and Stocks ‘ 1,772,133.00 
First Mortgage Loans . 250,000.00 
Cash on hand and in Banks 1,564,498.60 
Premiums in Course of Collec- 

1,219,957.88 
Interest accrued 129,034.87 
All Other Assets 13,784.75 


Toran . . . . $16,913,710.10 


RESERVES AND ALL OTHER LIABILITIES 
Unearned Premium and Claim 


Reserves . $10,774,326.13 
296,360.43 
68,397.71 


1,832,722.26 


Reserves for Taxes . P 
Other Reserves and Liabilities 
Special Reserves 


$2,000,000.00 
1,941 ,903.57 


Capital 
Surplus . 


3,941,903.57 
Tota... « « « « « 


Stocks and bonds not amortized are carried at values furnished by the National Convention of Insurance Commissioners. 


Additional information about The Travelers Companies, including complete lists of securities, for 
is set forth in The Travelers Year Book for 1934. Copies will be supplied upon request. 
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length which, with limitations on the 
power of each station, would confine the 
message of the latter to a limited terri- 
tory in such a way as to interfere with 
other stations as little as possible or not 
at all. Commercial broadcasters early 
preempted most of the wave lengths in 
the radio wave spectrum with the result 
that when police radio came into prac- 
tical being its operations were limited to 
a very few lines in the spectrum. Radio 
messages also have a way of spilling 
over national boundaries, and it was 
found necessary to divide up the spec- 
trum so as to give neighboring nations a 
chance to do some broadcastine—not 
much of a chance, at that, in view of the 
number and power of stations in the 
United States, but perhaps enough to 
give them the service they can actually 
use. 

Out of this need of reasonably good 
neighborliness came international regu- 
lation by treaties between the nations 
concerned. The first regulation was em- 
bodied in an international agreement 
reached in a conference in Washington 
in 1927. That was found insufficient and 
another agreement was reached in 
Madrid in 1932. Still there was interfer- 
ence with resulting friction, and interna- 
tional negotiations culminated in the 
most recent international conference, 
held at Mexico City last summer. 


SORTING WAVE LENGTHS 


IMPORTANT international differences 
also have been eliminated or minimized 
by an exchange of diplomatic notes be- 
tween the United States and Canada, 
with which country, naturally, our radio 
relations are especially close. In neither 
the Washington nor the Madrid agree- 
ment was police radio given any wave 
allotments as such, but in the Mexico 
City agreement police radios in all na- 
tions were given a band in the spectrum. 
In this allotment police radio enthusi- 
asts can envision an international sys- 
tem of police cooperation, starting from 
a single municipal station in some ob- 
scure city and ranging up to a world- 
wide system embracing all nations con- 
cerned in the detection and prevention 
of crime. Such a system is a long way 
ahead, but the nations are on their way. 

Previous to the Mexico City agree- 
ment police radio services in the United 
States were allotted only 11 wave 
lengths—eight for municipalities and 
three for states. Since the agreement of 
August 9, last, however, 30 wave 
lengths have been assigned police work 
—eight for the states and 22 for munici- 
palities. This means that if and when 
all states have state police radio systems 
each wave length must be assigned to 


six states. It will probably be several 
years at best before all the states have 
such services, but in the meanwhile the 
national authorities must make their 
arrangements on the assumption that 
all states will have them. 

The Radio Commission, accordingly, 
has tentatively divided the United States 
into six combinations of checkerboard 
zones. States using the same wave 
length are separated as widely as possi- 
ble, the distance between the centers 
ranging between six and seven hundred 
miles. In the office of the Radio Com- 
mission in Washington is a map of the 
United States showing these chains or 
checkerboard zones of states in colors. 
For example, a combination such as 
New York, Iowa, Montana, California, 
Texas and Florida may be designated 
as a blue net work; Vermont, Virginia, 
Illinois, Oklahoma, Utah and Washing- 
ton a red chain, and so on. The actual 
combinations are yet to be determined. 
Working in with these state chains are 
allotments of wave lengths to various 
municipalities. 

Twenty-two wave lengths divided 
among all the cities in the United States 


using police radio systems means that 
many cities must use the same wave 
length. They are separated as widely as 
possible, and interference between them, 
as well as between state systems, is fur- 
ther reduced by limiting the maximum 
power each station can use to five kilo- 
watts by day and one kilowatt by night, 
thus making allowance for the day and 
night difference in broadcasting condi- 
tions. The commission also is following 
the policy of encouraging the use of sev- 
eral transmitting stations in each state 
on the same wave length rather than 
one powerful central station. Engineer- 
ing limitations and experience have 
shown that several low power stations 
give less interference and more com- 
plete coverage than one master station. 

What radio police work has done 
with conspicuous success in the cities 
must now be duplicated by state radio 
police work so coordinated as to cover 
the nation. It is only by such modern 
methods that highly organized crime, 
only too often centered upon banks as 
its principal victims, can be successfully 
opposed. 

GrorGE E. ANDERSON 


Not so long ago this was the only means 
of broadcasting the search for a criminal 
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Talk to the 
BURROUGHS MAN 
about Service Charges 


Ask him about 


POSTING AN ANALYSIS RECORD 


He will explain how the latest Burroughs Bookkeeping Machine 
provides a neat, complete analysis record as a by-product of the 
statement posting. This record furnishes all information neces- 
sary to compute any type of service charge. 


Ask him about 


FIGURING SERVICE CHARGES 


See how Burroughs Electric Calculator quickly and accurately 
figures service charges from either a pen-and-ink or a machine- 
posted analysis record, under any plan of computing the charge. 


Ask him about 


FIGURING FLOAT ON DEPOSITS 


For combining figuring float, counting items deposited and 
proving deposits, investigate Burroughs Desk Duplex Adding 
Machine. For figuring float as a separate operation, see Burroughs 
Electric Calculator. 


Ask him about 


RECORDING UNCOLLECTED FUNDS 


Learn how the latest Burroughs Bookkeeping Machine prints a 
record of uncollected funds directly on the customer’s ledger dur- 
ing the posting operation. This record is neat and legible and 
shows both due date and amount of uncollected funds credited. 


Call the local Burroughs office or mail the coupon. 


BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICHIGAN. 
Please furnish detailed information about economical ways of handling the kind of work checked: 


Analysis Record 


Service Charges Uncollected Funds 
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National Credit Control 


(CONTINUED FROM PAGE 13) 


and farmer credit is on a new basis, 
Government-owned and controlled, in 


which commercial banks have little . 


more than an incidental or accidental 
part. 

How easily and naturally the exten- 
sion of Government credit follows 
changing economic and political condi- 
tions is illustrated by the developments 
of the past two years, particularly in the 
past six months. In the development of 
their credit program it has been gen- 
erally assumed by the Federal authori- 
ties that industry has not been in need 
of the same amount of credit assistance 
as agriculture. The object of the Gov- 
ernment primarily has been to lift the 
price of agricultural products to the 
same level as that of manufactured 
goods. As the operations of the N.R.A. 
and the A.A.A. have proceeded, how- 
ever, it has been found that recovery is 
impossible without a speeding up of 
industry. The latter has been found im- 
possible without a revival of the heavy 
industries, and this has been impossible 
without a renewal of credit for such 
industry and industry generally. Most 
of the credit needed by industry is for 
capital or semi-capital purposes which 
in some cases can be commuted to 
intermediate credit. Since long term 
financing is impossible under the pro- 
visions of the Securities Act and inter- 
mediate credits are not suitable for 
commercial banks, the recovery au- 
thorities are faced, or consider them- 
selves faced, with the necessity of doing 
something for industry along the lines 
followed in the case of agriculture. One 
cannot say that the socialization of 
credit is of deliberate intent. It follows 
logically and inevitably if the premises 
upon which it is based are sound. 

One fact of great importance in 
estimating the economic effect of this 
great program of Government-furnished 
credit is that the Government’s credit 
agencies have been developed, or at 
least have reached their highest point of 
development, at a time when the com- 
mercial banks of the country have been 
in a position to furnish almost un- 
limited credit in every line within the 
limits of ordinary bank credit condi- 
tions. Aside from the normal functions 
of the Federal Reserve System, which 
has been in a position at all times to 
serve business promptly and efficiently 
through the banks, the open market 
policy of that System has done every- 
thing possible to stimulate the use of 
bank credit by affording cheap money 


& 


AMERICAN BANKERS ASSOCIATION JOURNAL, April 1934 


san tthe? bank th lh. 


Lay ttanul. of, 


The first bond is- 
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possession of the 
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York and Trust 
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on the one hand and attempting to 
force its use by building up excess re- 
serves in member banks on the other. 
At no time since the spring of 1932 have 
the excess reserves been below $150,- 
000,000. At the end of 1932 they 
amounted to $525,800,000 and at the 
end of last December to $765,700,000. 
Since December, American funds which 
fled the country during the earlier part 
of last year in fear of inflation have 
returned to swell this volume of unused 
money until at the present time the ex- 
cess reserves exceed the enormous figure 
of $1,300,000,000. 

The consequence has been that this 
unused money has sought refuge in 
Government bonds, at once taking 
partial employment by this means and 
furnishing the Government with the 
funds with which to carry out its Gov- 
ernment credit policies. At the present 
time more than $12,000,000,000 in 
Government obligations are held by the 
banks of the country. The Federal 
Reserve banks on March 1 held $2,432,- 
000,000 in such obligations, these hold- 
ings amounting to 94.74 per cent of all 
Federal Reserve bank credit outstand- 
ing. Member banks in the Reserve, it is 
estimated, held $8,558,000,000, or 33.8 
per cent of their total loans and invest- 
ments, while all other banks, excluding 
mutual savings banks, held $1,100,- 
000,000, or 20 per cent of their loans 
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and investments. In mid-March over 
35 per cent of the total loans and in- 
vestments of the reporting member 
banks were in Government securities. 
Government banks, that is, the postal 
savings and land banks, held $234,307,- 
866. Estimated holdings of the insurance 
companies were $713,000,000. 

Bank holdings of such securities are 
increasing tremendously under decreas- 
ing loans and an increasing flow of 
funds from abroad, and as Government 
borrowings increase their share of the 
latter inevitably increases. It is an im- 
possible situation rapidly developing to 
a point where half the earning funds of 
the banks will be invested in Govern- 
ment securities, entailing all the evils 
attending too great loans to one cus- 
tomer, too much money invested in one 
line, too much money withdrawn from 
the use of business. 

With the commercial banks of the 
country overloaded with funds on the 
one hand and the Government borrow- 
ing money to loan to agriculture, com- 
merce and industry on the other, it is 
evident that there is something wrong 
somewhere. Since it is the business of 
banks to loan money—without loans 
banks cannot live—it seems hardly 
reasonable to assign all the fault of the 
situation, whatever it may be, to the 
banks. General business conditions 
must assume some of the blame. 
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Absolute Protection! 


COMMERCIAL UNION 
GROUP 


Financial Resources in United States 
December 31, 1933 


to Policy- 
Liabilities Less tContingency holders on Market 
Assets Contingency Reserve Reserve Value Basis 


COMMERCIAL UNION 
ASSURANCE CO., Ltd...... $12,812,161.16 $6,393,362.10 $961,990.44 $5,456,808.62 


AMERICAN CENTRAL 
INSURANCE CO 6,935,164.40 3,170,128.12 391,250.75 3,373,785.53 


THE CALIFORNIA INS. CO. 
OF SAN FRANCISCO 5,037,516.46  2,007,755.29 371,255.96 2,658,505.21 


THE PALATINE INSURANCE 
COMPANY, Ltd 3,570,810.17 1,643,338.15 220,602.20 1,706,869.82 


THE COMMERCIAL UNION FIRE 
INS. CO. OF NEW YORK... 3,013,473.27 1,092,934.95 370,465.39 1,550,072.93 


UNION ASSURANCE SOCIETY, 
2,729,459.70  1,344,415.98 277,416.24  1,107,627.48 


THE BRITISH GENERAL 
INS. CO., Ltd 1,210,443.01 505,956.94 33,213.85 671,272.22 


THE OCEAN ACCIDENT AND 
GUARANTEE CORP., Ltd... 16,122,389.02 11,804,272.65 1,176,669.42 3,141,446.95 


COLUMBIA CASUALTY 
COMPANY 5,583,042.20 2,654,342.03 641,372.83 2,287,327.34 


Bonds and Stocks Values— New York Insurance Department Basis 


+ Contingency Reserve represents difference between value carried in assets 
and actual December 31, 1933, market quotations on all bonds and stocks owned. 


HOME OFFICE: ONE PARK AVE. NEW YORK CITY 


World-Wide Operations Unexcelled Facilities 
“Stock Companies”’ 


This Group of Companies Write Practically All Forms of Insurance Except Life 
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Canada’s Bank Plan 


(CONTINUED FROM PAGE 23) 
rural credits in Canada. The Commis- 
sion also advanced an appendix of 
“Suggestions as to some of the main 
features of the constitution of a central 
bank for Canada.” 

Broadly speaking, bankers were pre- 
pared for the main recommendation. 
Economists who believe in control of 
credit and prices with a view to business 
stability are doubtful whether such a 
program will even be attempted at 
present. Radicals who looked to a cen- 
tral bank as an institution for pumping 
easy money into circulation have 
already concluded that money will still 
be hard to get, and they are diverting 
their attention to other inflationary 
plans. 


*““THE BANK OF CANADA” 


THE Speech from the Throne, at the 
opening of Parliament a few weeks ago, 
promised a central bank, and a subse- 
quent notice of motion by the Finance 
Minister indicated that it would be 
along the general lines suggested by the 
Commission. The proposed legislation 
was then introduced on February 22, 
along with some amendments to the 
Bank Act, which is this year receiving 
its decennial revision and which of 
course must be fitted to the constitution 
of the central bank. 

The proposed name is “The Bank of 
Canada’’. Headquarters will be at Ot- 
tawa. The capitalization is $5,000,000 
in shares of $100 each. No shareholder 
may own more than 50 shares, and only 
British subjects may be shareholders. 
Chartered banks are specifically de- 
barred from holding shares, and so are 
their directors, officers and employees. 
Dividends are limited to 6 per cent, and 
surplus earnings, after some provisions 
for the building up of a reserve, are togo 
to the government. The government 
does not guarantee payment of divi- 
dends. The shares do not carry double 
liability. 

The question of private vs. govern- 
ment ownership is one which has caused 
some debate. The government has taken 
its stand definitely against government 
ownership, which would make the bank 
directly subject to the control of the 
party in power. Still less is it to be a 
“‘bankers’ bank” in this sense. Further, 
the directors, who are to number seven 
in addition to a governor and a deputy 
governor, cannot be members of either 
the Dominion Parliament or a provin- 
cial legislature, and of course under the 
share holding restrictions they cannot be 


‘Premier R. B. Bennett... 
reached the conclusion that 
Canada should have a central 
bank ... to fit the Canadian 
machinery more definitely into 
an Empire scheme.”’ Right, Mr. 
Bennett starting for London last 
summer 


identified with any Canadian bank. 
Thus directors of the present chartered 
banks, who number about 150 of the 
business and financial leaders of the 
Dominion, cannot be directors of the 
Bank of Canada. Clearly the govern- 
ment has in mind that a small and indi- 
pendent group for the direction of the 
new institution should be developed. 
It is believed that at least one Britisher, 
familiar with operations of the Bank of 
England, will have a prominent place, 
possibly as governor. 

The first board and officers are to be 
appointed by the government, and the 
directors are to retire according to a 
scheme of rotation, and new directors 
are then to be elected at the meetings of 
shareholders. 

The Bank of Canada is to take over 
from the Dominion Finance Depart- 
ment all the existing gold reserve, silver 
acquired under the London silver agree- 
ment of last year and securities of the 
Dominion equal to the balance of Do- 
minion notes outstanding. The bank 
will then become responsible for the re- 
demption of all Dominion notes and will 
replace them by new Bank of Canada 
notes. Any profit arising from gold hold- 
ings, in the event of the dollar’s being 
definitely revalued, is to be turned over 
to the government. 

In conjunction with this, the char- 
tered banks are also obliged to turn over 
to the central bank, at present standard 
value, all of their gold held against 
domestic obligations. They are to retire 
their outstanding notes according to a 
schedule which provides for retirement 
of 75 per cent of such issues over a 10 
year period. The bill also provides for 
the reduction of the double liability of 
bank shareholders pro rata with the 
withdrawal of the note circulation 
privilege. 

The plan, therefore, is for the Bank 
of Canada to be sole possessor of the 
gold’supply held for currency and bank- 
ing purposes. In fact the bill gives the 
government power to require every 
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person owning gold in Canada to trans- 
fer such gold to the Bank of Canada. 
Accordingly the bank’s notes, supple- 
mented by subsidiary coinage, will be- 
come the sole circulating medium. 

The provisions for the central bank’s 
own reserves, and for redemption, point 
further to elimination of gold from cir- 
culation. “‘ Bank of Canada Notes are to 
be legal tender in Canada; it is not con- 
templated that they should be redeem- 
able in gold coin,” said the Finance 
Minister. Provision is made, however, 
that when suspension of specie pay- 
ments is not in effect, Bank of Canada 
notes will be redeemable in gold bars 
containing approximately 400 ounces of 
fine gold. This adopts the “gold bul- 
lion” principle which has been devel- 
oped in Great Britain. It accepts the 
theory that gold is primarily of use only 
in the settling of international balances 
of payments, and it is designed to pre- 
vent any possible embarrassment to the 
bank from an internal drain of gold for 
hoarding or other purposes. 

The Royal Commission had suggested 
a reserve of not less than 25 per cent, in 
gold and foreign exchange, against out- 
standing notes and other slight liabili- 
ties. The government bill strengthens 
this, requiring not less than 25 per cent 
to be in gold, so that holdings of silver, 
foreign exchange, etc., will constitute 
additional reserve. 

The chartered banks are required to 
maintain with the central bank deposits 
equal to 5 per cent of their deposit lia- 
bilities within (CONTINUED ON PAGE 50) 
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They called in 
Michael Tauber & Co. 


—— got action 


Some time ago Michael Tauber & Co. was called in 
by the Receiver of the Midland Club of Chicago. 
After due consideration of all factors, liquidation 
was decided upon. A survey of the equipment and 
furnishings of the club resulted in an estimate of 
$25,000 as the maximum that could be realized. Yet 
actually the amount realized was over $32,000. 
Credit for this gratifying result was attributed by 
the Receiver to the efficient and interested, aggressive 
coéperation of Michael Tauber & Co. 


The sale was on March 13, and we quote from an 
unsolicited letter received on the 15th from Aaron 
Soble, Attorney for the Receiver: 


“The auction sale conducted by you at the 
Midland Club on Tuesday, March 13th and 
Wednesday, March 14th, 1934, on behalf of 
the Receiver, Walter Kemp, brought very 
excellent and gratifying results. 


You are to be complimented on the person- 
nel of your organization, and the exceptional 
ability displayed by the three Levy boys as 
auctioneers. To my mind, one outdid the 
other. The sale was conducted in a very able 
and businesslike manner and free from 


fusion. 
View of Lobby and Foyer Mezzanine confusion. 


idlend D You are also advised that the sale was today 
of Citcage approved by the Circuit Court. 


Very cordially yours, 
(Signed) AARON SOBLE” 


Among other liquidations of major importance 
recently handled by Michael Tauber & Co., have 


been: The McCormick Estate, ZeroZone, Inc., Trans- 
former Corporation of America (Clarion Radios). 


Why not discuss your 
“lame duck” industrial 
situations with us? 


We have extensive contacts with prospective pur- 
chasers and lessors of industrial plants. If the history 

Private Room — Midland Club of the case warrants, it is very likely that we can 
help effect reorganization or refinancing, or if not 
we can get the utmost for you out of liquidation. 
We invite your inquiry. 


MICHAEL TAUBER & CO. 


Business Engineers — Liquidators — Auctioneers 


411-23 South Market Street Chicago, Illinois 
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Canada. This, explained the Finance 
Minister, is “in order that the central 
bank may be enabled to exercise the 
necessary control over credit policy in 
Canada.” 

The bank is of course empowered to 
deal in gold, silver, foreign exchange, 
certain classes of commercial paper, 
securities, etc., so that it can act as a 
bank of rediscount as well as of note 
issue. The chartered banks are to be 
given access to central bank credit in a 
set of provisions which will provide 
facilities comparable to those now pro- 
vided under The Finance Act, which 
will be repealed. 

In one significant matter the report 
of the Royal Commission has not been 
followed. The Commission suggested 
that “the bank should be the banker of 
the Dominion Government” and that it 
“take over the issue and management 
of the public debt of the Dominion 
Government”; and that the bank 
“might also by agreement become the 
banker of provincial governments” and 
might also possibly manage their public 
debts. It will of course be the Domin- 
ion’s banker, and probably will have 
much to do with provincial accounts. 
But the Dominion has not assigned to it 
the management of the national debt. 
Provincial debts were mentioned in the 
Commission’s report because matters 
of provincial finance have been thrust 
into the federal sphere when some of the 
provinces were hard pressed for funds. 
The Dominion having made loans to 
tide them over, at the same time en- 
deavoring to check provincial spend- 
ing, in which task it has been handi- 


capped by the fact that its own deficits 
have outstripped all others in magni- 
tude. Actually the Dominion has no 
jurisdiction over provincial finances. 

Apart from the inception of the bank 
itself, the most important points appear 
to be the adoption of the 25 per cent 
gold reserve, provision for a govern- 
ment profit on all gold reserves in the 
country in the event of actual devalua- 
tion of the dollar, and virtual abolition 
of gold as a circulating medium. And it 
is clear from various provisions, some 
of which have been mentioned, that the 
government is making a sincere effort to 
keep the bank clear of political domina- 
tion. 


The Experiments Have 
Been Worth While 


(CONTINUED FROM PAGE 16) 


devaluation has not yet confirmed 
the theory which is its only excuse. 
The remainder of the emergency ac- 
tivities, which include loans to home 
owners, loans to farm mortgageors, 
R.F.C. loans, public works, the C.W.A., 
the securities regulations and the Ten- 
nessee Valley project, are not major 
parts of the recovery program at this 
time. The loan projects have been of un- 
doubted value. The C.W.A., necessi- 
tated by the inadequacy of the N.R.A. 
and the long delay in the public works 
projects, is, economically, a dole with- 
out the stigma of charity. It is merely 


Secretary Hull 
testified before 
the House Ways 
and Means Com- 
mittee that the 
President should 
be given the tariff 
negotiation pow- 
ers that he seeks 


an expenditure of public funds for non. 
productive enterprise. Its social conse. 
quences may be serious, but its eco. 
nomic significance is temporary and 
negligible. 

This simple summary of the recovery 
program reveals two essential facts, the 
one that no reconstruction of our eco- 
nomic order is imminent except in the 
minds of over-zealous administrators 
and over-anxious critics, the other that 
the program has failed of its major ob- 
jective, which is to end depression by 
raising prices. 

The recovery program is founded ona 
theory. It is the theory that both justice 
to debtors and revival of prosperity de- 
pend upon a return to some fixed level 
of higher prices. The theory is wrong. 
It is a sad fact that the low prices of de- 
pression are necessary to recovery. 
Their very lowness gives production the 
cost bases on which reviving industry 
builds. Artificial stimulation of com- 
modity prices retards this process. The 
rise in wages because of N.R.A. bet- 
tered the condition of some workers, but 
its augmentation of producers’ costs 
prevented the expansion of markets 
that would have called for more em- 
ployment. And above all what the un- 
employed need is not high wages but 
work. 

When recovery comes, the price level 
and the wage level take care of them- 
selves. The notion that any given price 
level, as of 1926, is essential to normal 
business is wrong by all the facts of 
history and all the principles of econom- 
ics. The recovery program has tre- 
mendously inspired the nation. It has 
given hope to the unemployed. It has 
aided stricken industry. It has allevi- 
ated financial and industrial ills. It has 
set the stage for natural recovery. It 
may be freely conceded that it has done 
more good than harm, even though its 
attempts to bring recovery by currency 
manipulation and interference with 
industrial wages, hours and prices have 
not been successful. But it becomes 
increasingly evident that it is time to 
stop. There is now under contempla- 
tion a whole set of drastic measures 
aimed at doing what the first year’s 
program has failed to do. Among these 
projects are a 30-hour week, statutes 
restricting farm production, a paper 
money bonus payment, nationalization 
of the banks and bimetallism. Not one 
of these proposals is defensible. Let us 
consolidate the gains already made and 
give God and Nature a chance. In the 
judgment of this writer, they are more 
efficient guides to recovery than Senator 
Pittman, the Reverend Coughlin, or 
the Committee for the Nation. 
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The Low Rates on 


Prime Commercial Credit 


(CONTINUED FROM PAGE 35) 
credit rather than a consequence of rate 
slashing policies. 

After reviewing all phases of the 
present competitive situation, the com- 
mittee of the Association of Reserve 
City Bankers recommended the adop- 
tion of six banking practices “with a 
view to getting action to cure evil prac- 
tices which have created undue and un- 
necessary competition between banks.” 

Step Number One in the procedure is 
to suggest a minimum rate. “It is con- 
ceded that to administer properly a 
banking institution for the protection 
of the customers and stockholders no 
institution should lend money on time 
at a rate lower than the lowest prevail- 
ing Federal Reserve rediscount rate,” 
the committee recommended. 

Sound banking requires the protec- 
tion to the lender of an audited state- 
ment, the committee declared in stat- 
ing: “All lines of credit and open 
market paper bought should be based 
upon an audited statement of the 
corporation or firm desiring such loans.” 


Many years of experience stand behind 
that simple recommendation. 

As the next step in the program for 
sound banking procedure, the seven 
bankers proposed: “ That firms and cor- 
porations selling paper in the open 
market should have current borrowings 
from their line of credit banks in excess 
of the amount sold in the open market 
at all times.” By such a recommenda- 
tion the bankers maintain that it should 
no longer be considered fair for a big 
textile mill, a packing house or any 
other industrial borrower to obtain 
$2,500,000 in the open market, while 
borrowing a half million or a million 
dollars from the banks. In brief, the 
bankers state that open lines of credit 
are set up to be used—not to protect 
the borrowings in the open market. The 
bulk of the commercial paper sold in 
the United States is handled by six 
houses, whereas more than 14,000 banks 
extend credit for the needs of trade. 

As a means of affording the necessary 
information to make sure that this code 
of fair practice is being followed, the 


President Roosevelt is backing the plan of Governor Black for 
12 intermediate credit banks in Reserve cities to make loans 
direct to industry. Mr. Jones (below, right) had sought to have 
the R.F.C. authorized to make such loans. In a letter to 
Representative Steagall (below, left), Chairman of the House 
Banking and Currency Committee, Mr. Roosevelt estimated 
that small industries required $700,000,000 working capital 


INTERNATIONAL 


Governor Black 


fourth step proposes: “Banks in pur- 
chasing commercial paper shall require 
from the broker a statement of the 
total debt of the firm or corporation 
showing how much is open market and 
how much is borrowed from banks.” 

Recognizing that any firm or corpora- 
tion selling its paper in the open market 
is wise to be in a position to pay off its 
notes at any time, the committee of 
seven suggests that: “ Firms or corpora- 
tions shall have lines of credit open and 
available to cover all paper sold on the 
open market.” There have been many 
instances in the past—and especially 
during the memorable days of the 
inventory panic of 1921 and 1922— 
where a corporation, having been per- 
suaded to place its dependence on the 
market, found that, with a tightening 
up in the money market and the devel- 
opment of adverse conditions credit- 
wise, it was being called on to pay up. 
Finding it impossible to sell its notes 
under these circumstances, the hard 
pressed borrower had to turn to the 
banks to be bailed out. 

Without attempting to specify just 
how large a firm or corporation should 
be to essay its financing in the open 
market, the sponsors of this plan 
recommend: “ That sound banking prac- 
tice requires for the protection of the 
borrower that banks do not buy paper 
of firms or corporations whose net 
worth does not justify recourse to this 
method of financing.” 
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The Condition 
of BANKING 


(CONTINUED FROM PAGE 5) 


impossible, both because March last 
year was the month of the banking 
holiday and because the Easter retail 
trade stimulus came a fortnight later. 

Retail sales in nearly all parts of the 
country have registered a large percent- 
age rise as compared with last year, but 
merchants note that this increase is not 
nearly so large as the average price in- 
crease, which was from 59.6 to 73.6 on 
the Labor Bureau’s schedule. This indi- 
cates a smaller or at least no larger 
“unit” gain—in other words, higher 
prices, rather than an increase in the 
number of customers, characterize the 
trade. New England, New York and 
Pennsylvania, most of the Central West 
and most of the Northwest report in- 
creased retail sales up to the middle of 
March, especially in clothing and similar 
lines. The South and Southwest report 
gains, although a slowing up as com- 
pared with February. Wholesale lines 
report similar gains in the same areas 
with above-average activity in New 
England, the eastern states, in the Chi- 
cago and St. Louis districts and in the 
southeastern states. Mail order buying 
has been comparatively heavy all over 
the country but especially in Chicago— 
another measure of the Government’s 
aid to farmers. 


GAINS, GENERALLY 


MOST industrial indices show contin- 
ued gain. Power output and freight car 
loadings have continued to rise during 
the period, averaging 17.6 per cent and 
12 per cent, respectively, over last year’s 
figures. Heavy manufacturing has shown 
some improvement but continues to 
drag behind other lines. Construction, 


except in the Atlanta district, continues 
to lag with few signs of real improve- | 
ment. Public works and utility contracts | 


fell from $114,000,000 in January to 
$53,000,000 in February; non-residen- 
tial private construction fell from $58,- 
000,000 to $29,000,000 and residential 
contracts from $15,000,000 to $14,500,- 
000. The steel industry continues to 
expand, promising, according to one 
standard index, to exceed 52 per cent of 
its capacity in March as compared with 
about 47 per cent in February, 34 per 
cent in January and 23 per cent in 
March last year. Steel progress was es- 
pecially great in the Chicago district 
where the steel ingot output has been 
ranging around 51 per cent of capacity 


THE result of the easing of money rates has, as usual, been a 
turn to bonds and, for a time, to stocks. Between the middle of 
February and the 10th of March bond price averages on the New 
York market, in response to increasing demand, rose from 91.91 
to 93.65. The average price of 100 representative stocks, how- 
ever, after a rise to 105.5 in the third week of February, fell to 
103 by the 10th of March. One reason for the fall in stocks was 
the fact that the average price was somewhat above average earn- 
ing power, but the chief reason was growing uncertainty in in- 
dustry in the face of threats of strikes and a further cut in hours 
of labor and an increase in hourly wages. The increased price of 
bonds was the inevitable result of the increasing amount of bank 
and other funds which can find no other employment. 


as a result of demand from automotive, 
farm implement, road building and 
similar manufacturing lines. Bituminous 
coal production has advanced about 5 
per cent in the past four weeks. 

Lighter industry has responded quick- 
ly to improved trade. In New York and 
New England, textiles are fairly strong 
with some mills sold to capacity. There 
has been some slack in cotton, but silk 
and rayon mills approach capacity out- 
put. St. Louis, Minneapolis and Boston 
report shoe manufacturing at close to 
full capacity operations. New England 
and the eastern states report improved 
business in all lines of miscellaneous 
manufacturing, especially in electrical 
goods, automobile accessories, paper, 
chemicals, metal products, cement and 
carpets. 

In no line, however, has there been as 
great recovery as in automobiles. Pro- 
duction in January was 155,000 cars as 
compared with 87,307 in December and 
132,000 in January last year. In Febru- 
ary, production of Fords and Chevrolets 


alone reached 131,610, and scheduled 
production of the two in March is 183,- 
000. Detroit’s index of employment in 
February was close to 90 per cent of that 
of the 1923-1926 average and was twice 
that of a year ago. 

Increased business activity, even of a 
seasonal sort, ought to be promptly 
registered in banking, but it is one of the 
significant features of the situation that 
its effect is slight. Debits to individual 
accounts, measuring the turnover of de- 
posits, have shown less than seasonal 
decreases since the first of January, and 
the indications are that March will reg- 
ister an actual increase in some districts. 
On an average the velocity of turnover 
has been running about 20 per cent over 
that of the corresponding period of last 
year up to the banking holiday. In the 
matter of bank loans, however, there 
has been a steady decrease in spite of 
the fact that excess reserves of member 
banks in the Federal Reserve System 
have risen above one and a third billion 
dollars. 
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Recently 


(CONTINUED FROM PAGE 9) 


regulation of the securities markets 
with probable widespread liquidation 
in these markets may offer sufficient 
explanationand perhaps this is thereason 
for the development of differences of 
opinion among the master planners in 
Washington as to how far such regula- 
tion is to go. 


Honesty 


Secretary Morgenthau tells a Con- 
gressional committee that neither he 
nor any one else knows whether or not 
the Government’s present monetary 
policy will work. Secretary Wallace 
admits that the present tremendous 
outlays in farm aid are at best only a 
temporary palliative. The reaction of 
the country to these admissions is a 
recognition of the two officers as honest 
men in whom the country can have con- 
fidence because they are honest. Why 
the country should permit a continua- 
tion of doubtful policies because they 
are administered by honest men can be 
explained only as a case of perverted 
mob psychology influenced by senti- 
mentality close to maudlin in its nature, 
which, however, cannot be relied upon 
and may turn against the Government 
overnight. 


Panama’s Gold 


No doubt the Government would be 
glad to pay Panama’s rent for the canal 
strip in the gold coin called for in the 
contract if by so doing it could end the 
controversy. An increase of $166,000 or 
so over the contract amount of a quarter 
of a million dollars would be a small 
price for disposing of the question, even 
though the increased obligation be as 
perpetual as the original amount. To 
admit Panama’s demand, however, 
would be to admit the moral obligation 
of the Government to redeem its obli- 
gations issued prior to devaluation at 
the gold value promised. When the 
Master Plan started upon a course of 
pragmatic experimentation it started 
something it cannot end. 


Gold Certificates 


The latest Treasury statement re- 
ports that there are $177,635,099 in 
gold certificates still at large in spite of 
all efforts of the Government to corral 
them. Presumably they are hoarded 
somewhere, many of them doubtless 


abroad. All that could be obtained for 
them upon presentation would be law- 
ful currency, and for all practical pur- 
poses they might as well be at large as 
in the corral. The average citizen never 
thought about what a gold certificate 
meant until he found that it no longer 
meant anything. 


Dividends 


The National City Bank’s compila- 
tion of the earnings of 810 corporations 
engaged in various lines of industry and 
trade shows net profits during 1933 as 
$440,643,000, or an average return of 3.1 
per cent as compared with a net deficit 
of $45,802,000 in 1932. Nine lines of 
business returned deficits in 1933 as 
compared with 21 in 1932, and the def- 
icits last year were smaller in each case. 
With such a showing there is no reason 
to doubt that ample financing for most 
lines of industry would be easy and 
natural if the securities market could be 
left to work out its rates and methods in 
such cases without outside interference. 
It was a part of Jeffersonian political 
philosophy that the best government is 
that which governs the least. A return 
to Jeffersonian principles in governing 
finance might have some beneficial 
results. 


Silver 


From Mexico City comes the report 
that the United States is to replace its 
one dollar bills with silver. Of the 


$490,076,665 in one dollar bills out- 
standing on January 31, $482,229,076 
were in silver certificates. 


Tit for Tat 


European comment indicates little 
prospect of a successful revival of the 
suspended International Monetary and 
Economic Conference as a result of 
Ambassador R. W. Child’s new mission. 
Europe seems to think that the reasons 
which caused the failure of the conference 
in London last summer are still operat- 
ing. There is a difference in conditions, 
however, though it may not indicate 
possibility of agreement. Last summer 
Europe was inclined to a willingness to 
stabilize currencies; America was not. 
At the preset time America is willing 
to stabilize but Europe is not. 


Paying Off 

The next important test of bank 
strength, soundness and prosperity 
promises to be in the rapidity with 
which the 6,200 banks which have sold 
preferred stock or other capital securi- 
ties to the R.F.C. will retire these obli- 
gations. The repurchase or retirement of 
such securities within three years will 
reduce the interest paid the Govern- 
ment upon them from 5 per cent to 4 
per cent, and this is a considerable in- 
ducement, but the stronger banks will 
probably find more inducement in their 
inability to earn a profit on the funds 
forced upon them. 


TARIFF 


Chairman Doughton of the House Ways and Means Committee and 
Speaker Rainey at the Committee’s hearing on the President’s request 
for power to make reciprocal tariff agreements 
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This bank is complete unto itself. 


It is also one of the Marine 


Midland located through- 


out New York State... For 


the first time, banking in the great- 


est of the States has been given 


This is 


an enlarged scope. 


How to Judge 
Municipal Bonds 


(CONTINUED FROM PAGE 22) 


Is the bond issuing unit dependent on 
one major industry or is its taxable 
business broadly diversified? 

Has the borrower’s short term loan 


| position assumed proportions which 


might jeopardize its ability to meet 
services on debts? 

How many services with borrowing 
powers exist and what is the relation 
between the total of their commitments 
and the legal debt limit? 

Is the borrower a ‘‘boom-town” 
proposition, or has it a record for 
stability and healthy progress? 

Is the town firmly in the grip of a 
political machine long entrenched? 

Are interest and principal payments 
of all outstanding obligations so spread 
that burdens beyond the borrower’s 
power to meet cannot reasonably be 
expected to occur at any time during 


| the life of the bond? 


What have been the tax rates for the 
past five years? 


READJUSTMENT 


BOND holders inevitably face the 
prospect of losses through readjust- 
ments. In many cases refunding opera- 
tions with lower rates of interest or an 
extension of maturities will be the way 
out. In others, new sources of taxation 
will be found through the help of state 
legislatures. Relief through some one of 


| the scores of bills recently submitted to 
| Congress may finally be enacted. One 


reflected in the services offered 


bill which has received favorable con- 
sideration from bond holders would 


| enable a city or other taxing district in 
| default to go into Federal court with 


by this bank. 


The 
Marine Midland Trust Company 
of New York 


BANKING OFFICES 


110 William Street 
128 Chambers Street 


12 East 45th Street 
17 Battery Place 


120 Broadway 
143 Liberty Street 
MEMBER OF THE NEW YORK CLEARING HOUSE ASSOCIATION! 


MEMBER OF FEDERAL RESERVE SYSTEM MEMBER OF MARINE MIDLAND GROUP 


the consent of 30 per cent of its creditors 
and seek an orderly readjustment of its 
difficulties. The court could only con- 
firm such a plan upon its approval by 
662 per cent of the borrower’s creditors 
in each class and 75 per cent of creditors 
in all classes of claims affected. 

A new factor in the municipal debt 
tangle has just been injected into the 
situation by the recent sale of municipal 
bonds by the Public Works Adminis- 
trator, who began modestly with four 
offerings totalling less than three- 
quarters of a million, but who has for 
disposal, as opportunities arise, approxi- 
mately half a billion in securities issued 


| by communities in return for Govern- 


ment advances to finance “qualified 
governmental public works when pri- 
vate finance failed to function.” 
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In December he was 
curious... but today 
he’s znsistent 


Lower Interest 
On Savings 


IHERE have been many changes in 

the rates of dividends to depositors 
of mutual savings banks in recent 
months, the general trend being down, 
an analysis of statistics recently com- 
piled by the National Association of 
Mutual Savings Banks indicates. 

On January 1, 1933, there were three 
mutuals paying 5 per cent, 99 paying 
414 per cent, six paying 414 per cent and 
272 paying 4 per cent. This made a 
total of 380 banks paying 4 per cent or 
more at that time. Many have reduced 
dividends to 3 per cent, as indicated by 
the fact that the 3 per cent group in- 
creased from 8 to 151 in the first six 
months of 1933 and to 257 by January 
1, 1934. Two hundred and thirty-six 
banks are paying 314 per cent, while 
four are paying 2 per cent. 

Figures by states show many inter- 
esting changes. Massachusetts, which, 
on January 1, 1933, was the highest 
dividend payer, with a composite aver- 
age of 4.14, is now fifth on the list, with 
an average of 3.45, while banks in Ore- 
gon and Delaware have maintained 
dividends at the 4 per cent level and 
now lead the field in rate of dividends. 
Connecticut follows with a rate of 3.84. 

The greatest reduction has occurred 
in Washington, where rates have been 
cut from 4 per cent to 3 per cent, closely 
followed by Maine, where the average 
rate is now 3.15 per cent. 

Despite a slight decline in assets and 
deposits during the period, surplus ac- 
counts showed an increase of $24,758,- 
800 between January, 1933, and January, 
1934, while the number of depositors 
increased during the same period by 
144,583, to within a few thousand of the 
all-time record. 

Ratio of surplus to deposits increased 
to 12.1 per cent. 


LEGISLATION now before the New 
York Assembly has for its purpose the 
authorization of insurance departments 
in mutual savings banks. If this becomes 
law, any mutual savings bank will be 
enabled to write insurance in restricted 
sums, with only the provision that it 
may not employ solicitors or pay com- 
missions and conduct an over-the- 
counter business. 

This proposed legislation has back of 
it 25 years of experience in the state of 
Massachusetts. 


“*Every Producer shall use an accounting system which 
conforms to the principles of and is at least as de- 
tailed and complete as the uniform and standard 
method of costing to be formulated or approved by 
the Code Authority, with such variations therefrom 
as may be required by the individual conditions 
affecting any Producer or group of Producers and 
as may be approved by the Code Authority.’’ 


‘Te above paragraph or one of a similar nature has been an 
important part of the majority of N. R. A. Codes approved to date. 
Future codes will undoubtedly carry a paragraph covering methods 
of costing. 

It is only good business that you know your costs. But today 
you must be in position to prove them to your code authorities 
with substantiating statistics. You can with Powers punched card 
methods . . . and save money in routine accounting ... and not 
invest one cent of capital for machines or equipment. 

Industrial and Commercial Enterprises, Railroads and Insurance 
Companies, Banks, Chain Stores, Public Utilities, Federal, State 
and Municipal Governments use Powers Methods. 


MANAGEMENT REPORTS. ..in the MODERN MANNER 


We will gladly send to any major or departmental executive or code 
authority a complimentary copy of our new book “Management Reports 
in the Modern Manner” that tells the whole story. Write for your copy. 


POWERS 


(PUNCHED CARD) 
ACCOUNTING MACHINES 
BUFFALO, NEW YORK 


ANOTHER PRODUCT OF REMINGTON RAND 
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®There are 668 banks in Wisconsin. Of these, 557 


or more than 80 per cent are correspondents of the 


First Wisconsin National Bank of Milwaukee; and 


35 are affiliated with the First Wisconsin through 


membership in the Wisconsin Bankshares Group. 


@The First Wisconsin is the largest bank in the 


state. A bank of tested strength with an 81-year 


record of dependable service. An outstanding 


commercial bank especially well qualified to serve 


other banks and business corporations. 


FIRST WISCONSIN 


NATIONAL BANK ./ 


UNIT OF WISCONSIN BANKSHARES GROUP 
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Gold Coin 
Obligations 
Held by 


Trustees 


—— the problem of obli- 
gations payable in gold with specific 
reference to trustees, John Lyle Vette 
of the Chicago Bar brought out in his 
recent address before the Midwinter 
Trust Conference the vital need of 
early judicial decision to determine the 
validity of recent Federal action. 

Trust companies in their fiduciary 
capacity hold several billions in gold 
coin obligations, and there is a very 
definite responsibility to beneficiaries. 
On the other hand, the large trust com- 
panies have a thousand or more trusts, 
and the practical difficulties in the way 
of separate suits for each trust and all 
beneficiaries are insuperable. While the 
outcome of the constitutional question 
is undetermined, the desirability and 
propriety of seeking the protection of 
instructions from courts of equity by 
means of class suits justifies considera- 
tion. 

While the general rule, according to 
Mr. Vette, undoubtedly is that all inter- 
ested persons must be made parties to 
litigation or they will not be bound by 
the results, there are exceptions where 
the question is one of a common general 
interest or where one or more sue or 
defend for the benefit of the whole, and 
where parties are so numerous that it is 
impractical to bring them all before the 
court, even though they may have 
separate and distinct interests. The 
theory is that the self-interest of the 
parties before the court will prompt 
them to diligence in protecting their 
own rights, and in so doing they are 
likewise active in the interest of others 
in the same class not before the court. 

In this particular case, when a trust 
company files a bill in equity for in- 
structions, whether or not to accept 
paper money in payment of gold coin 
obligations held by it as trustee of a 
single estate, precisely the same ques- 
tions would arise as in the case of every 
other estate of which it is a trustee, and 
it would seem that under these circum- 
stances, the trust company, under the 
rules governing class suits, could in its 
bill mention a few specific trusts and 
make the beneficiaries thereunder de- 
fendants in their own right. 


— 
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HERE AT LAST! 


Bank Service 
At a Fair Price 


(CONTINUED FROM PAGE 17) 


that he sells at a profit the Government 
has dictated the method for handling 
cotton, corn, wheat, hogs and so on. 
The banker is a merchant, dealing in 
credit and services. He sells credit by 


making loans, and charges a rate of | 


interest which returns the costs and a 
profit. Part of the banker’s merchan- 
dise (money) is bought at a definite 
price, through interest paid on time and 
savings deposits. Other costs are not 
so evident but are just as real, such 
as salaries and wages, stationery, in- 
surance and taxes. 

Too often, in the past, services have 
been given away instead of sold. 
Drafts are bought or sold, payable at 
other points; checks and similar ex- 
change payable elsewhere is made 
quickly available; and funds may be 
deposited and paid out piecemeal by 
the simple method of issuing checks. 
It is immaterial to the banker whether 
these services are paid for by a fee or 
by the maintenance of a balance of suffi- 
cient size so that the income from it pays 
the cost of the services. The point is, 
they must be paid for. 


QUANTITY SERVICE 

THE small depositor is not penalized. 
He is on the same basis exactly as the 
large depositor. Both pay for the service 
they receive. They may pay for it 
either by carrying sufficient balance or 
by a fee. The banker may be compared 
with the manufacturer. The latter sells 
to the wholesaler at a less price per unit 
than to the retailer. The latter buys a 
case or a few cases of goods at a time, 
the former buys in carloads. 

No direct costs are assessed against 


the depositor to cover the premium on | 


his deposit insurance. However, the 
Government rightly insists that only 
sound banks can continue in the deposit 
insurance fund. The only banks that 


keep in a sound condition are the ones | 
that make a profit. The ones that make 
a profit are the banks that conduct | 


their business on the basis of having a 
product for sale and selling that prod- 


uct at a price which will return the | 
costs, plus a reasonable profit. Deposit | 


insurance was demanded by the banking 
public. It is here to stay or until that 
same public demands of Congress that 
it be eliminated. While deposit insur- 
ance is not solely responsible for the 
Bankers Code, there is, nevertheless, 
this relationship, 


A 
QUICKER 
AND 
BETTER 
METHOD 


FOR PROTECTING CASH AT RECEIVING 
POINTS 


This new Meilink Electric Delayed Control Money Locker is built 
for the modern demand of daytime protection for incoming cash. 


With a single swift movement the teller or 
cashier sweeps the cash in the Meilink 
Money Locker, out of sight and out of 
danger, eliminating the ‘‘exposed cash” 
lure for bandits, and all without a single 
added operation or a hint of incon- 
venience. 


The Meilink Electric Delayed Control 
Lock is definite, positive and dependable 
— controlled by the familiar regulation 
combination lock. The electric current is 
supplied from any light socket. There are 
no clock springs — no winding — no 
bolts to throw — no “freezing.” All 
electrical contacts are solid silver not 
affected by temperatures, moisture, jar- 
ring or rough usage. The well known 
Meilink quality is embodied in every 
detail. 


After the Meilink Electric Delayed 
Control Lock is set, it must complete its 
fixed cycle before the bolt is withdrawn 
and the door may be opened. Any 
manipulation with the combination locks 
it. There is no possible change of the 
fixed cycle — it always resets itself to run 
the full period. 

The contents within the locker cannot be 
“fished” out — full protection against 
any assault with sufficient time to put such 
methods of robbery out of consideration 
as risks. 


Meets All Requirements of the New 
Bank Insurance Rules. Now Operating in 
23 States 


Slam the door and it's locked. 
No bolts to throw — no 


winding. 


Operates off any light socket. 


Large capacity. 


PROTECTED BY 


BURGLAR 


struction. 
Weight 700 pounds. 


All steel and concrete con- 


AND May be connected with silent 


alarm system. 


HOLD-UP 


LOCKING SYSTEM 


The sign that 
detours bandits 


Built by the first producer of 
steel fire-proof safes — 35 
years of protection service. 


Write for Complete Information 


MEILINK STEEL SAFE COMPANY 
TOLEDO, OHIO 


Meilink-built Steel Safes for Store, Office and Home 
‘Provide Better Protection , 
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Loans Now Seek Borrowers 


F Jesse Jones, chairman of the Re- 

construction Finance Corporation, 

has accomplished nothing else by 
his contribution on unemployed bank 
credit in the March JourNAL and by 
his previous criticisms of the timidity 
of banks in extending credit, he has at 
least caused much searching examina- 
tion of existing methods and customs of 
lending, and much inquiry into under- 
lying factors in the bank credit impasse. 

At the request of the JouURNAL a 
number of financial news writers made 
a comprehensive inquiry, by personal 
interview among lending and new busi- 
ness executives of many large and small 
banks in the East. This inquiry was 
based upon what seems to be Mr. 
Jones’ main thesis, quoted as follows 
from the article by him in last month’s 
JournaL. “It will . . . in most com- 
munities be necessary for the bankers 
not only to find but to strive for busi- 
ness,” said Mr. Jones, who added that 
“no business man—and most bank 
officials are business men—would be 
satisfied to sit in an office and merely 
retain the material possessions which he 
had accumulated.” 

Do bankers customarily sit in their 
chairs and wait patiently for business to 
turn up? What are the methods fol- 
lowed by banks in getting new business 
from old and new customers? Have they 
not always gone out after promising 
business? These questions at once sug- 
gested themselves, and the answers to 
them given by representative bank 
officers were interesting. 

At the outset it should be stated that 
the fruits of the inquiry disclosed no 
bank which hesitated to take the initia- 
tive in seeking out customers, though in 
the extension of credit some of them felt 
that it was customary and proper for 
the client to propose and the bank to 
dispose. The drying up of bank earning 
power today is quite as much on the 
average bank officer’s mind as is that 
other great cause of non-success in 
banking—mass loss of depositor confi- 
dence. No bank official today can afford 
not to explore every avenue of possible 
profit, and no bank can long afford to 
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Do 


QUESTION 
Bankers Sit and Wait 


For Business to Turn Up? 


pay a salary nowadays to an officer 
who is satisfied merely to sit at his desk. 
Commercial loans today offer the most 
profitable means for the employment of 
bank funds, it was readily admitted by 
officers interviewed, and for this reason 
there is enormous incentive to spur the 
search for such business. Some banks 
have even tried to evolve suggestions to 
clients relating to how credit might be 
usefully employed, overlooking the fact 
in their zeal that this is infringing upon 
the clients’ business. 

Only the small town unit bank, ap- 
parently, neglects to push doorbells 
assiduously, for with no competition in 
a district where everyone knows every- 
one else, it alone can afford the luxury 


Strange 
How No One 
Seems to 
Want a Lift 
Any More 


YY 


SS 


of sitting patiently waiting for the bor- 
rower to come in. There are apparently 
exceptions to this even among small 
unit banks, for the officers of many of 
them take care to keep up with citizens 
whose business is worthwhile. A close 
reading of Mr. Jones’ speeches and 
articles does not convey, however, the 
idea that he believes the small unit 
banks the chief offenders. Yet the poli- 
cies of big banks would appear to be 
more in harmony with the expressed 
ideas of the Reconstruction Finance 
Corporation chairman than are the 
habits of the country banker. 
Metropolitan and even town banks in 
communities where there is competition, 
the inquiry indicates, always have gone 
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actively after new business, especially 
that involving sound lines of credit. 
As a rule the larger the bank the more 
concentrated its efforts and the larger 
its expenditure for business production. 
A group of a dozen large New York 
City banks may be cited which actually 
spend today about $5,000,000 yearly for 
salaries of new business seeking officers 
and solicitors and their travel expenses. 
One New York institution alone spends 
in this depression era $1,000,000 yearly 
in out-of-pocket new business develop- 
ment expense, that sum _ including 
$250,000 for advertising. 

A large trust company similarly 
spends $7,000 to $8,000 monthly to 
entertain present and prospective cus- 
tomers and to cover salaries of officers 
who spend a large portion of their time 
seeking such clients out. Even though 
effort is made by bank credit depart- 
ments to avoid the doorbells discovered 
in advance to be not worth the pushing, 
the results in this period when business 
does not demand credit, but only capi- 
tal, have been frequently disappointing. 
Those banks which retain the tradi- 
tional aversion to offering credit before 
it is asked for have good reason to keep 
down the expense involved in obtaining 
new accounts, for such additional 
deposits can be employed only at 
nominal rates on call, in bankers’ bills 
and in Government securities, and the 
earnings from such fields are so small 
that they do not justify letting expense 
accounts rise unduly. 


“AT THE CUSTOMER’S DESK”’ 
HOWSOEVER a bank operates in the 


field of new business—and the inquiry | 
indicates numerous and varied ways | 
such as a new business department of 

solicitors and representatives, division | 
of territory among executive officers, | 
utilization of divisional or branch | 
managers responsible for their own | 
bailiwicks or, as in group banking, pro- | 


duction of individual member bank 
business through cooperative group 
action—one fact stands out. 


More business is drawn into the aver- | 
age bank today by outside solicitation | 
or through intermediation or introduc- | 
tion by existing customers than is ever | 


received through waiting for the cus- 


tomer to walk into the bank, unexpected | 


and uninvited. An officer of one of the 
banks questioned puts the situation 
neatly by observing that most of the 


desirable business is closed at the | 


customer’s desk. It has seemingly be- 
come etiquette for a good business man 
to be solicited by a bank rather than for 
him to go seeking bank service. 


NATIONAL FIRE GROUP 


HARTFORD, CONN. 


F. D. Layton, President 


S. T. MAxwELL, Vice-President 


STATEMENT DECEMBER 31, 1933, TO NEW YORK INSURANCE DEPARTMENT 


NATIONAL FIRE INSURANCE COMPANY OF HARTFORD 


ASSETS 


Bonds and Stocks $34,147,170.76 
Mortgage Loans 771,430.23 
Interest Accrued 279,780.64 


Real Estate Unencum- 


LIABILITIES 


Capital Stock 

Reserve for Unearned 
Premiums 

Reserve for Losses 


14,302,959.18 
1,993,524.75 


Reserve for Taxes and 
Other Expenses 

Reserve for Dividends.. 

*Reserve for Contingen- 
cies (Special) 

Reserve for Contingen- 
cies (General) 

Net Surplus 


999,196.38 
1,049,490.04 


2,027,733.23 250,000.00 


Premiums in Course of 
Collection 


All Other Assets 


3,769,288.38 
1,549,572.92 

158,142.96 
11,867,764.77 


Total Assets $39,933,027.12 Total Liabilities $39,933,027.12 


SURPLUS AVAILABLE FOR PROTECTION OF POLICYHOLDERS....$16,867,764.77 


*The Special Reserve for Contingencies of $3,769,288.38 represents the difference between 
value carried in assets and actual December 31, 1933 market quotations on all bonds and 
stocks owned. 


STATEMENT DECEMBER 31, 1933, TO NEW YORK INSURANCE DEPARTMENT 


MECHANICS AND TRADERS INSURANCE COMPANY of Hartford, Conn. 


ASSETS LIABILITIES 
Bonds and Stocks Capital Stock $1,000,000.00 
Interest Accrued Reserve for Unearned Premiums 1,062,417.93 
Real Estate Unencumbered Reserve for Losses a 149,284.07 
Reserve for Taxes and 
92,500.00 


Expenses 
*Reserve for Contingencies .... 263,048.20 
1,681,364.15 


Net Surplus 
Total Assets $4,248,614.35 $4,248,614.35 
SURPLUS AVAILABLE FOR PROTECTION OF POLICYHOLDERS $2,681,364.15 


*Reserve for Contingencies, represents difference between value carried in assets for non- 
amortizable bonds and for stocks and actual December 31, 1933 market quotations on such 
bonds and stocks. 

Upon the basis of actual December 31, 1933 market quotations for all bonds and_stocks 
owned the Net Surplus over all liabilities would amount to $1,401,431.55, and the Surplus 
available for Protection of Policyholders would amount to $2,401,431.55. 


$3,806,403.80 
25,130.58 
23,500.00 
176,216.90 

n 211,066.74 
6,296.33 


STATEMENT DECEMBER 31, 1933, TO NEW YORK INSURANCE DEPARTMENT 
TRANSCONTINENTAL INSURANCE COMPANY, New York, N. Y. 


Executive and Administrative Office, Hartford, Conn. 


ASSETS LIABILITIES 

Bonds and Stocks Capital Stock $1,000,000.00 
Interest Accrued 16,154.02 Reserve for Unearned Premiums 490,347.61 
Cash on Hand and in Banks 163,885.80 Reserve for Losses 68,349.42 

Premiums in Course of Collection 162,977.18 Reserve for Taxes and Other 
All Other Assets 3,807.21 Expenses ... ae 33,250.00 
*Reserve for C . 117,152.75 
. 1,379,022.03 


Net Surplus ... 
Total Assets $3,088,121.81 $3,088,121.81 
SURPLUS AVAILABLE FOR PROTECTION OF POLICYHOLDERS $2,379,022.03 


*Reserve for Contingencies, represents difference between value carried in assets for non- 
amortizable bonds and for stocks and actual December 31, 1933 market quotations on such 
bonds and stocks. 

Upon the basis of actual December 31, 1933 market quotations for all bonds and_ stocks 
owned the Net Surplus over all liabilities would amount to $1,231,853.43, and the Surplus 
available for Protection of Policyholders would amount to $2,231,853.43. 


$2,741,297.60 


STATEMENT DECEMBER 31, 1933, TO NEW YORK INSURANCE DEPARTMENT 
FRANKLIN NATIONAL INSURANCE COMPANY OF NEW YORK 


Executive and Administrative Office, Hartford, Conn. 


ASSETS LIABILITIES 
Bonds and Stocks Capital Stock $1,000,000.00 
Interest Accrued 16,541.04 Reserve for Unearned Premiums 490,347.61 
Cash on Hand and in Banks 252,168.75 Reserve for Losses 68,349.42 
Premiumsin Course ofCollection 119,972.19 Reserve for Taxes and Other 


All Other Assets 5,071.34 Expenses 
*Reserve for Contingencies 


Net Surplus 


$2,491,322.10 


Total Assets $2,885,075.42 $2,885,075.42 
SURPLUS AVAILABLE FOR PROTECTION OF POLICYHOLDERS $2,156,841.14 


*Reserve for Contingencies, represents difference between value carried in assets for non- 
amortizable bonds and for stocks and actual December 31, 1933 market quotations on such 
bonds and stocks. 

Upon the basis of actual December 31, 1933 market quotations for all bonds and_stocks 
owned the Net Surplus over all liabilities would amount to $1,001,314.04, and the Surplus 
available for Protection of Policyholders would amount to $2,001,314.04. 
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Thrift Will 


E “‘buy-now”’ theory, to the 
effect that liberal spending of 
money by the people can 

raise a nation from the depths of 
depression to the plateaus of 
prosperity, is not the invention of 
this generation. The theory was 
known in the 17th century, was 
taught by Bernard de Mandeville 
and has appeared previously in 
periods of depression in our own 
country, notably in 1921 


If we are to judge by the literature of 
earlier depressions, however, this is the 
first time that the spending theory of re- 
covery has received such widespread 
and substantial support in high circles 
or has been so forcefully presented. De- 
scriptions of previous periods of hard 
times contain the same pictures of the 
disastrous effects of failures and bank- 
ruptcies as we observe today. The 
machineage has often been held account- 
able for unemployment. A change in the 
metallic base of the currency has been a 
part of many a recovery program. But 
no popular and universal application of 
the spending theory on a nationwide 
and comprehensive scale has previously 
been made. It has not been recognized 
as a major factor. 

In the Nineties, currency palliatives 
overshadowed all other remedies for re- 
covery. Gold and silver planks found 
their way into political platforms. While 
theories as to the cause of the hard 
times were almost identical with those 
of today, and similar remedies were sug- 
gested, the spending program lacked the 
necessary support to make it effective. 

In some respects, therefore, the situa- 
tion today is unique. It recognizes 
spending as an essential and important 
factor in the recovery program. Support 
is found for widespread propaganda in 
behalf of the theory, and, as restorative 
measures, thrift and saving are not only 
abandoned, but are held to be unsocial 
and unpatriotic. He who saves does so 
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Survive 


By ALLAN HERRICK 


Mr. Herrick is Advertising Manager of the 
Security-First National Bank of Los Angeles 


at the expense of his neighbors, 
is the doctrine. 

While the spending plan has 
been widely acclaimed and has 
Governmental support, the older 
and more orthodox thrift plan 
has certain inherent advantages 
which the new scheme cannot 
match. First of these is the fact 
that the savings plan is capable 
of much wider application than 

is the spending theory. 

If we curtail saving during depression, 
we retard the business of all who make 
or sell substantial articles or services. 
This is done in the hope of benefit- 
ing those who make less expensive prod- 
ucts. The heavy industries, the luxury 
trades, building construction, transpor- 
tation and a host of other lines are 
handicapped. Foodstuffs and many 
other necessities are included in the 
group which is benefited, but so are 
many articles of questionable utility 
and inferior quality. Study reveals, also, 
that some of the enterprises are less in 
need of aid than are those neglected. 
Some of the distributors of packaged 
foods, for example, have done very well 
during the depression. On the other 
hand the construction industry, trans- 
portation and heavy manufacturing are 
not aided by the “buy-now” program, 
and the mortality in the luxury trades 
has been high. 

The proponents of the spending the- 
ory of recovery protest that their plan 
is not for the man on the street who 
must save for every substantial pur- 
chase, but for the rich, who can easily 
step into the bank and withdraw a suffi- 
cient sum to buy a home, a car, a new 
set of furniture or a steam yacht. The 
placing of the saved funds in circulation 
will create employment. 

The supporters of the saving theory 
retort that there are but few large in- 
comes in the average community, and 


that a plan only for the rich has within 
it little power to improve the lot of 
the people generally. There are too 
few rich people to make any difference. 
To settle this dispute is unnecessary. 
The fact remains that the “buy-now” 
theory is widely applicable only to the 
purchase of articles of low purchase 
price. The savings plan is applicable to 
all the others. 

Proponents of the saving theory in- 
sist that a further advantage of their 
plan is that it preserves the character- 
building values of thrift, whereas the 
spending plan destroys them. They hold 
to the universally recognized fact that 
thrift is of inestimable value to youth, 
that it stimulates the energies, stiffens 
the will and gives the young a moral 
stability and strength that will sustain 
them in later years. Not only in olden 
times, but in our own generation, testi- 
monials to this effect abound in the 
literature of success and the biographies 
of our great men. Circulation managers 
of newspapers seek out boys interested 
in school savings as being more reliable, 
steady and dependable than others. A 
student of criminology states that in all 
his experience he has never known a 
thrifty boy to become a criminal. Our 
factories and industrial plants hold shop 
meetings, organize classes and adopt 
company savings plans in an effort to 
create a body of thrifty working people. 
Personnel managers hold conferences 
with extravagant members of the staff 
and explain that unwise spending in the 
home is rendering the employee less fit 
to handle his job. All of these practices 
are recognition of the character-build- 
ing values of thrift. 

These moral values the spending the- 
ory of recovery denies and repudiates. It 
denounces saving, which is hard, and 
ennobles spending, which is easy. It en- 
courages the growing boys and girls to 
follow the line of least resistance, and 


The Bank of America in San 
Francisco in the reconstruc- 
tion period after the Civil War. 
Thrift of that day created 


today’s wealth 


one that will later make them less com- 
petent to succeed in business or in the 
management of a home. 

Psychologists tell us that thrift is one 
of our strongest propensities, a part of 
the original and unlearned equipment 
with which we enter the arena of life, a 
part of the ready made pattern for con- 
duct with which we are endowed. Not 
all of us have it in equal degree, but 
neither are we given in equal propor- 
tions the love of family, the desire to 
emulate or the instinct of self-preserva- 
tion. But to change the instinct of thrift, 
to stifle it, to stamp it out, belongs in 
the category of those things the psy- 
chologists call extremely difficult if not 
impossible. Thorndyke suggests that 
social reformers should study man with 
great care, particularly when they wish 
to change him. 

That the spending theory of recovery 
seeks to make such a change must be 
admitted. That it faces difficulties in de- 
stroying a trait so well entrenched in 
human nature as thrift and so firmly 
established in family life must also be 
admitted. To secure the adoption of the 
spending plan on any large scale in- 
volves the stifling of instincts, the 
overthrow of habits and teachings es- 
tablished for generations and a general 
course of action long considered con- 
trary to human nature. 

Recently a student of this problem 
sought to discover if men and women 
were continuing to use saving as a means 
of accomplishing their personal ambi- 
tions during the depression. The reply 
was overwhelmingly in the affirmative. 
In two weeks the investigator uncov- 
ered over a hundred cases regarding 
which he obtained details. He found 
that in spite of the depression, young 
men were still saving to go to college, to 
get a start in life or to make a payment 
on a home. Housewives were still saving 
to meet taxes and insurance payments, 


dentists’ bills and the cost of welcoming 
new arrivals into the family circle. 
Older couples were saving against their 
declining years, for financial security 
and for travel and recreation. 

In denying to man the right to use 
thrift and saving as a stepping stone to 
success, the spending heresy condemns 
him to low levels of achievement. It re- 
strains his natural ambitions. It closes 
to him one of the channels by which 
men rise from obscurity to fame. It even 
denies him the solace for bitter toil that 
he finds in his growing balance in the 
bank—the promise of better days to 
come and the hope of someday rising to 
a better standard of living. 

In its economic aspects we see in clear 
light another great fallacy in the spend- 
ing theory of recovery. Only those in- 
dustries that require no credit, that 
could live without the life blood that 
brings warmth to the remotest members 
of the business body, could perma- 
nently profit under a “buy-now”’ pro- 
gram. Other industries must be seriously 
injured by such a policy. 

The construction industry is an ex- 
ample. The funds with which are built 
our homes and office buildings, our 
roads and bridges, our ships and air- 
planes are created by those who save. 
Gathered together in the great reser- 
voirs of our banks, insurance companies 
and the like, these accumulated mobile 
funds are used for the financing of con- 
struction. The advent of the depression 
raised a great demand for the return of 
funds belonging to depositors and 
policyholders. National banks soon 
found their loans secured by real estate 
to be in excess of the percentage of sav- 
ings deposits permitted by law. 


CULVER 


Against the long list of advantages 
of the orthodox program of recovery 
through the reduction of expenses, sav- 
ing, sacrifice and the payment of debt, 
the “buy-now” campaign has few of 
equal merit to offer. That spending 
helps the industries the products of 
which sell for a small price is granted. 
That business generally gains on such a 
policy is denied. That an increased 
standard of living is a goal easily 
reached by the exercise of joyful spend- 
ing and playful extravagance is also 
denied. The savings theory holds that 
grave difficulties bar the way to a higher 
standard of living. But it offers personal 
and family thrift as a long used, time- 
honored method of making steady prog- 
ress toward the goal. 


The orthodox theory of recovery 
denies that we must stifle our in- 
stincts, curb privileges to youth 
and turn virtue into vice in order 
to restore prosperity. It offers a 
reasonable, well tested, logical 
and common sense solution known 
to have been successfully used in 
many a household. It applies to 
the present problem the well 
established rules of political econ- 
omy. A careful examination of the 
spending plan discloses that it is 
unsupported by successful experi- 
ence, owes much of its popular 
support to its novelty rather than 
its merit and in some respects 
does violence to the rules of logic 
and common sense. 
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Is Country Banking 


A Ranch Owner Discusses Banking 


EMMETT, IDAHO 


To the JouRNAL: 


For many years I appeared in the réle 
of a country merchant and a bank direc- 
tor. I read with interest the many ar- 
ticles appearing in trade journals and 
magazines purporting to explain the 


never read as yet the reason as it ap- 
peared to me. 

The surprising thing as I view it from 
my standpoint as a merchant is that 
banks so universally advertise their 
liabilities. You can, in fairness, call de- 
posits by no other name. Furthermore 
they are largely demand liabilities—due 


suspension of country banks. I have on the nail. 


One of a series,‘*What is the Associated System ?”’ 


Helping Customers 
Pay their Bills 


VERDUE amounts owed Associated oper- 
ating companies by customers for elec- 
tricity and gas total $2,141,829. These arrears 
do not include amounts written off as bad 
debts. @ Instead of cutting off the service of 
customers who could not pay promptly because 
of reduced incomes, Associated operating com- 
panies helped many customers to continue 
their service by making it easier for them to 
pay. One way was to allow customers to pay for 
service weekly, and at the same time pay a 
small amount toward their old bills. @ Slow- 
ness of collections is one of the several unfavor- 
able conditions which induced the Associated 
Gas and Electric Company to propose its Plan 
of Rearrangement of Debt Capitalization. The 
Plan aims to keep the Associated System intact, 
and thus help to protect the investments of 
350,000 Associated security holders. 


ASSOCIATED GAS & ELECTRIC SYSTEM 


61 BROADWAY « NEW YORK 


I rarely read the various and assorted 
types of bank statements without a 
smile. They are all alike in advertising 
to the world how much they owe. They 
appear to have about the same amount 
owing to them—when and if collected. 
I look over the many bankers of my ac- 
quaintance, and generally speaking 
they are men of high character and in- 
telligence, have made banking a life 
study. But being only bankers, they ap- 
pear not to see the cards packed against 
them. They see banking as it is, but not 
compared with other business. Surely 
our banking rules and regulations were 
not made to function in livestock or 
agricultural communities. They may 
work in large centers where they are 
concerned with securities that can be 
liquidated through stock exchanges, or a 
trip to the Federal Reserve Bank. 

Yes, I know the Federal Reserve Sys- 
tem is for small banks as well as large. 
Granted this is so, it lacks the personal 
touch and is not too familiar with the 
qualifications the small banks’ paper 
must possess. The latter hesitate to turn 
to the Federal Reserve because they 
fear their paper, while good, is slow and 
may not be paid on date of maturity. 

Country bankers generally are suspi- 
cious that the rules they are working 
under are faulty, yet this is the way it 
has always been done. Everything must 
be all right, or someone would have 
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Business or Philanthropy? 


spoken about it. The light is beginning 
to percolate under the Code. Some 
bankers at least are beginning to see 
that you cannot lend up to 80 and 90 
per cent of your deposits and ride the 
lightest gale. Sometime I think they 
were misled by the fact that the na- 
tional and state banking laws required 
around 15 per cent cash reserve. 

If just a few banks had failed we could 
look on the situation without too much 
alarm, but when well established banks 
with 50 years or more of operations 
with intelligent and honest manage- 
ment, take the count, we must conclude 
the rules under which the game is 
played are unfair to some participants. 

At the present time banks are cau- 
tious about furnishing money to carry 
on the business of the communities. Can 
you blame them for this? If a banker 
closes temporarily, he is looked upon as 
an outcast. Even the Government looks 
on him with suspicion though he might 
have sacrificed his personal savings. 
You would think Uncle Sam would feel 
kindly towards him. 

I come in contact occasionally with 
ex-bankers now engaged in other lines 
of activity. Invariably they say ‘“‘never 
again.” But as a rule after a good portion 
of their life has been devoted to this 
profitless pastime, bankers feel lost in 
other businesses. If a banker were a den- 
tist or a doctor he could go on denting 
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or surging. A lawyer would not be em- 
barrassed by a failure and even a 
preacher may preach a false doctrine, 
but our friend the banker must not 
make any false steps. He is the prize 
goat. 

On one hand he is expected to main- 
tain a nice building and efficient help for 
our convenience or the pleasure of being 


the custodian of our money; that is, the 
part we have no other use for. On the 
other hand, some expect him to be a 
benevolent society; maybe a branch of 
the Red Cross or Salvation Army. 
Who made the banking rules, any- 
way? If they ever worked it has not 
been in my time in farm communities. 
E. M. REILLY 


2,905,697 Claims Settled 


LOSS-PAYING RECORD is the yardstick 
by which the service and the soundness of 
a casualty and surety company may best 
be measured. Since its beginning in 1896— 
promptly, fairly, without interruption in 
good times or bad—the U. S. F. & G. has 
settled 2,905,697 claims, aggregating more 


than $331,000,000. 


USF&G 


UNITED STATES FIDELITY AND GUARANTY COMPANY 


with which is affiliated 


F &G FIRE 


FIDELITY AND GUARANTY FIRE CORP. 
Dependable and Progressive Stock Companies 
Home Offices: BALTIMORE, MD. 
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The Trust Department 


N analyzing for trust officers the 
| questions which they must weigh in 
connection with the Federal Securi- 
ties Act, George A. Brownell, member 
of the New York Bar, recently made 
these important points before the Mid- 
winter Trust Conference. 
In all cases involving sale of securi- 
ties, distinction must be made between 
those which are subject to registration 


Herne is the story of a house 
built by a group of men repre- 
sentative of today’s home buy- 
ers. They chose concrete as the 
building material throughout. 


The Omaha Junior Associa- 
tion of Commerce built this 
home to stimulate recovery, 
provide employment and bring 
to the city an ex- 
ample of the newest 
and best. 
| PORTLAND CEMENT ASSOCIATION 


ROOM 144-33 WEST GRAND AVENUE, CHICAGO, ILL. 


Please send me, free, a copy of your modern 
concrete construction book, “Home at Last.” 


and those which are not because they 
were sold or offered prior to July 27, 
1933, or forsome other reason. Section 12 
may become operative when the trust 
company makes a security sale in inter- 
state commerce, even though it is not 
registered, or when it makes any repre- 
sentation concerning that security. 
This does not apply to intra-state 
transactions or where norepresentations 


Features of This House 


1 Pre-cast joists for floors and 
roof 


2 Concrete floors throughout 


3 Concrete masonry walls and 
partitions 


4 Portland Cement stucco— 
tinted 


5 Flat concrete roof, with terrace 


Con 


IN THIS NEW BOOKLET 
Structural and descriptive—available 
in the booklet, “Home at Last.” 
Send for your copy—free. 


home 


are made, but the only safe rule to fol- 
low is for the company to make no rep- 
resentations unless it has put itself in 
position to sustain the burden of proof 
that it did not know or could not have 
known that its representations were un- 
true or misleading because incomplete. 

While there is doubt as to whether 
this same rule applies where the trust 
company acts as agent for the buyer, it 
is safer to assume that it does. 

When the security sold is not exempt 
from registration provisions, additional 
care must be taken to comply with 
Section 5, which applies to agents’ 
transactions, except brokers’ transac- 
tions executed on customers’ orders on 
any exchange, open or counter market. 
Most trust companies fall within the 
broad definition of dealers, and Section 
5 imposes on the seller the obligation to 
deliver a prospectus when he delivers a 
registered security and also the obliga- 
tion not to make use of any prospectus 
which does not meet the demands of 
Section 10 of the Act. 

The matter of investment advice 
involves difficult problems. When the 
security is unregistered, the trust officer 
may give his honest advice or opinion, 
provided he does not act as principal or 
agent in the transaction. Where he does 
so act, investment advice may be 


$ 709,300,200 


$ 674,796,407 WWE 


NATIONAL BANKS 


A chart showing the proportion of real 

estate in the investment portfolios of 

trust departments of national banks in 
1932 and 1933 


nea 


— 
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and the Securities Act 


construed as recommendation with 
respect to securities, creating a liability 
under Section 12 (2). It is therefore the 
only safe rule to make no representa- 
tions of fact in connection with invest- 
ment advice unless proof is available 
that reasonable care was used in check- 
ing its accuracy and completeness. The 
customary hedge clause, that advice is 
in response to a customer’s request 
and is not an offer to buy or sell, is not, 


in Mr. Brownell’s opinion, complete | ~ 


protection. 


Investment advice with regard to | 
registered securities is further compli- | 
cated by the possibility that a letter | 


subject to interpretation as a solicita- 
tion of an offer to buy might be con- 
strued as a prospectus which did not 
comply with Section 5 regarding the 
prospectus requirement. The official 
prospectus, therefore, should accom- 
pany all letters of this nature. 

Whether or not the trust company, 
after such a letter and prospectus, may 
sell the described security to a customer 
or act as agent and thereby assume 
possible civil liabilities is a question 
on which opinion is by no means 
unanimous. 


SECTION 17 (b) 


WHERE investment advice is given, 
compliance with Section 17 (b) is neces- 
sary. This makes it unlawful to publish 
or circulate any letter or other com- 
munication which, while purporting to 
offer no security for sale, describes such 
a security for a consideration received 
or to be received, directly or indirectly, 
from issuers, underwriters or dealers, 
without disclosing the facts about such 
considerations and their amount. This 
applies to cases where the trust company 
acts as agent for a committee in connec- 
tion with plans for the deposit of securi- 
ties and the issue of certificates of 
deposit. 


In the transfer agency department, | 


care must be taken with respect to 


securities registered or to be registered, | 
in compliance with Section 5. The par- | 


ticular provisions to remember are, 
first, the rule which makes it unlawful 


to carry or cause to be carried by mail | 


or in interstate commerce any security 
for the purpose of sale or delivery after 


sale, if that security should be regis- | 
tered, unless a registration statement is | 


in effect with respect to it, and, second, 
the necessity for accompanying or pre- 


ceding the security with the required 
prospectus. 

It is particularly important to deter- 
mine whether or not new issues require 
registration. If the position is taken 
that they are exempt, it is incumbent 
on the transfer agent to ascertain that 
actual fact. Formal opinions on this 
point shculd be requested both from 
the company’s counsel and the transfer 


agent’s own counsel. If the security is 
registered, it must be shipped only 
when accompanied by a copy of the 
official prospectus, and further care 
must be taken to see that the prospectus 
complies with the law, even to the 
point of comparing the official pro- 
spectus filed with the Federal Trade 
Commission with the one furnished by 
the company to the transfer agent. 
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for Calling My Attention to 
the additional $12,500” 
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vis, HALL & CLEMENS 
AT LAW 


SAN ANTONIO, TEXAS 


October 23, 1933 


Mary land Casualty Company 


San Antonio, Texas 
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Faithful performance: Over a period of 36 
years claims have been paid in excess of 


$259,000,000 


MARYLAND 


CASUALTY INSURANCE 
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NE very definite result of the de- 

pression has been to thrust upon 
trust departments complicated prob- 
lems in the handling of real estate. In- 
come from real estate has shrunk and 
the demands of the tax collectors have 
multiplied. Tenants are increasingly 
insistent with demands that never 
would have occurred to them in the 
past. Trustors complain of decreased 


incomes, and assets once classified as 
sound mortgages have been trans- 
formed in too many cases into owner- 
ship of properties of the most varied 
types and values. 

How are trust departments meeting 
this situation, which promises to in- 
crease rather than diminish in impor- 
tance over the next few years? 

In an effort to compile practical in- 


At All Times A Strong 
Anchor of Safety 


Li-FE INSURANCE COMPANY 


OF BOSTON, MASSACHUSETTS 


A mutual dividend-paying company 


71 years in business; 98 millions paid policyholders 


in 1933, 973 millions paid since organization. 


Total Insurance in force $3,411,708,382.00. 


Total admitted assets $655,664,366.32; policy re- 
serve $546,151,593.00; other liabilities $65,359,- 


172.98. 


Special Contingency reserve $15,000,000.00, General 
Safety Fund $44,153,600.34, making a total Emer- 
gency Fund of $59,153,600.34. 


JOHN HANCOCK 
INQUIRY BUREAU 
197 Clarendon Street 
Boston, Massachusetts 


A.B.A.J. 4-34 


Please.send me your booklet coverin 
y 
personal insurance problems. 


1934 


Experience in Handling 


April 


formation on this subject, the Trust 
Division of the American Bankers As- 
sociation recently sent a questionnaire 
to its members, the results of which 
were summarized by Wm. J. Steven- 
son, vice-president and trust officer, 
First National Bank and Trust Com- 
pany, Minneapolis, before the recent 
Midwinter Conference in New York. 

The great majority of trust depart- 
ments are handling their real estate 
through a division of their own depart- 
ment or under its direct supervision. 
This same division, in many cases, 
handles the real estate owned by them- 
selves, and many also handle property 
owned by outsiders. 

Practically all trust institutions pay 
their real estate people salaries whether 
they are salesmen or handle rentals. 
As to the charging of regular commis- 
sions on rentals and sales in addition to 
regular fees as the trustee, the majority 
already make charges and the minority 
which do not charge indicate a definite 
necessity for doing so. 

After the initial steps of inspection 
and appraisal, a definite policy in re- 
gard to properties is immediately 
adopted. The particular policy de- 
pends on many _ factors—condition, 
rentals and rentability, location, main- 
tenance costs, neighborhood trends, 
assessments impending or probable, 
the type of building, etc. An evaluation 
of these factors must determine whether 
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Real Estate 


it is wiser to hold for a long period of 
time, or whether repairs or alterations 
with a view to speedy sale are indicated. 

The position of the trustee in 
handling real estate is vastly different 
from that of a recent buyer for value. 
The trust department is generally a 
reluctant owner. It has not selected its 
property, and has no choice in matters 
of potential value, earning capacity or 
adaptability for particular purposes. 
This primary function is to reestablish 
the earnings of distressed properties, 
certain of which may already have been 
white elephants on the hands of previ- 
ous owners. 

Experienced personnel is_ therefore 
essential in the successful handling of 
real estate by trustees. The executive in 
charge must not only be “real estate 
minded” but must have a knowledge 
of modes of operation and practices in 
his territory. His staff should include 
salesmen competent to analyze prop- 
erties and get the most out of them by 
skill in contacting logical prospects, 
both for rentals and purchases. Where 
the number of properties is large, cer- 
tain members of the staff should be 
charged with the responsibility for 
certain properties and make it their 
main job to put them on an income- 
earning or saleable basis. 

The real estate department should 
not handle real estate mortgages or 
have any connection with the proper- 


ties until the mortgage ripens into real 
estate, the one exception to this rule 
being those cases where the mortgagee, 
that is, the trust, becomes a mortgagee 
in possession before foreclosure. 

Voluntary trusts consisting of real 
estate exclusively should be avoided 
regardless of their records. Securities 
should be included as protection in 
such a trust. 
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Beneficiaries and legatees must be 
kept fully posted on the exact condi- 
tion and prospects of property to avoid 
difficulties when once profitable build- 
ings become money eaters. Provision 
for depreciation and obsolescence should 
be made. 

And, above all, the fact should 
frankly be faced that the handling of 
real estate is a big job; that big jobs 
require skill and experience, that skill 
and experience cost money and that 
adequate compensation for the handling 
of rentals and the making of sales is 
therefore essential. 
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— seventy years 


of conservative experience 
under varying economic con- 
ditions, this bank has had 
continuing relations with 
correspondent banks in every 
section of the country. 


For nearly thirty years the 
Banks and Bankers Division 
has been the point of contact 
through which world-wide 
facilities have been available 
to correspondents, 


SUNDAY, MARCH ‘Il, 1984, 


LAckawanne 61000. 


The First National 
Bank of Chicago 


Charter Number Eight 
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DO DICTATORS’ 
DAYS LOOK LIKE THIS? 


OFFERS 
MODERN FULL-TIME 
SECRETARIAL SERVICE 


The office that employs EDIPHONE 
Voice Writing is free to dictate 
at any time! After telephone 
calls, instructions or confirma- 
tions are dictated immediately. 
When appointments take people 
from their desks, typing does 
not stop—accumulated dictation 
is moved at once. Naturally, 
Voice Writing increases busi- 
ness capacity. 


Have you seen the new PRO- 
TECHNIC EDIPHONE? Its mechanism 
is completely enclosed, electri- 
cally controlled! And it features 
Edison's principle of “Balanced 
Voice Writing” which makes 
dictation easier, faster. 

We will be glad to prove to you that 


Voice Writing can increase your firm's 
business capacity 20%-to-50%. 


Secretarial Service | 


ALL the Time 


For detailed information—tele- 
phoneorwrite ‘TheEdiphone.” 


WORLD-WIDE SERVICE 


INCORPORATED 


ORANGE, N.J. U.S.A. 


EORGIA, North Dakota and Ore- 
gon have again demonstrated their 
supremacy in agricultural endeavors. 
This statement is supported by the an- 
nouncement that these states have 
placed first in the national contest in 
banker-farmer cooperation conducted 
annually by the Agricultural Commis- 
sion of the American Bankers Association. 
Oregon and Georgia have set the pace 
in this competition for six years, with 
North Dakota coming in for a share of 
the honor during the past three. The 
national banker-farmer contest is de- 
cided under the scoring system oper- 
ated by the Agricultural Commission of 
the American Bankers Association, 
which accords to every state certain 
credits for each of its accomplishments 
in bettering farm conditions. 

The reign of these three states in 
agricultural supremacy has been marked 
with numerous enterprises for aiding 
the farmer and advancing agriculture. 

For more than ten years the Oregon 
Bankers Association’s agricultural com- 
mittee has met yearly with representa- 
tives of the college of agriculture and 
the representative of the Agricultural 
Commission of the American Bankers 
Association to map out programs of 
work. This has resulted in a well or- 
ganized statewide program with the 
bankers conducting special agricultural 
meetings and tours, and sponsoring such 
activities as soil, crop and livestock im- 
| provement and 4-H club work. 


| 


Banker-Farmer Recovery Plan 
By HAYNES MCFADDEN, JR. 


Publicity Manager for the Georgia 
Bankers Agricultural Committee 


The outsider is immediately im- 
pressed with the wide variety of ac- 
tivities undertaken in Oregon, which 
include besides the ones mentioned 
above, promoting the livestock industry, 
testing of cattle for contagious abortion 
and rejuvenation of old orchards. 

Members of the agricultural commit- 
tee of the Oregon Bankers Association 
are C. C. Clarkson, Pendleton, chair- 
man; F. E. Chambers, Monmouth; 
Hugh McCall, Haines; A. K. Parker, 
La Grande; Eugene Thorndike, Med- 
ford, and John Ferguson, Marshfield. 

Fred A. Irish, of Fargo, chairman 
of the agricultural committee of the 
North Dakota Bankers Association, is 
also a member of the Agricultural 
Commission of the American Bankers 
Association. Other members of the com- 
mittee are R. R. Wolfer, Jamestown; 
F. D. McCartney, Oakes; A. L. Netcher, 
Fessenden, and F. A. Foley, Rolla. 

The list of Georgians whose work has 
been outstanding in promoting banker- 
farmer activities during the past ten 
years is headed by H. Lane Young of 
Atlanta, who has been Chairman of the 
American Bankers Association’s Agri- 
cultural Commission since 1929. Mem- 
bers of the Georgia Bankers Association’s 
agricultural committee are: 

H. Grady Langford, Meansville, 
chairman; J. M. Norman, Waycross; 
G. White Jordan, Thomson; F. H. 
Brewster, Cedartown, and Lee Hudson, 
Americus, 
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The Network 
Of Radio Police 


T THE present time, according to 
information in the hands of Federal 
authorities, seven states are operating 
radio broadcasting stations in connec- 


tion with state or local police systems— | 
Massachusetts, New York, Ohio, Michi- | 


gan, Iowa, Texas and Pennsylvania. 


Three other states are completing plans | 
—Illinois, Indiana and West Virginia. | 
Probably other state governments are | 


considering systems suited to their 


needs, but so far radio officials at the | 
capital have no knowledge of the fact. | 


The state of Washington is experiment- 


ing in the use of ultra-high wave lengths | 


in a state broadcasting service which 


has more to do with traffic service than | 
dealing with crime and criminals. For | 
example, some of the great snowplows | 


which have been clearing the roads of 
the state in recent blizzards are 
equipped with receiving sets and receive 
their orders out of thin, cold mountain 
air. 

There are 128 cities and counties now 
operating police radio systems upon 
conventional wave lengths and 50 other 
cities are experimenting with high fre- 
quency systems. Some of them are ex- 
perimenting with two-way services so 
that a police officer on his rounds can 
talk back to his superior officer, techni- 
cally, of course. 

Wave lengths for cities are assigned 
upon a zone basis so that all cities in the 
same zone receive all police messages 
sent out—troublesome, at times, but 
also valuable in the fact that all radio 
police officers in each of these cities can 
know what is going on in the crime 
world in their immediate vicinity. In 
some cases municipal stations give a 
certain amount of state service for state 
police equipped therefor. Eleven states, 
according to radio officials, have no 
radio police service whatever—Vir- 
ginia, South Carolina, Mississippi, Ver- 
mont, New Hampshire, Idaho, Wyo- 
ming, Montana, North Dakota, South 
Dakota and Delaware. Some of these, 
by reason of their location, the great 


Tue Northern Trust Company has 
worked closely with the banks it serves 
as Chicago correspondent. Its methods 
have made such relationships especially 
satisfactory to all concerned. 

The growth of the bank has made no 
change in these relationships. They are 
today encouraged with all of The 
Northern Trust Company’s new corre- 
spondent banks. Inquiries from other 
conservative bankers are invited. 


THE NORTHERN 
TRUST COMPANY 


CHICAGO 


* 


* 


distances between cities and other geo- 
graphical conditions could use state 
systems to particular advantage. 

Experience has demonstrated that in 
both municipal and state radio police 
work the highest degree of effectiveness 
depends largely upon the cooperation of 
the public. The prompt report of any 
suspicious circumstance to the police 
radio center can often prevent crime and 
lead to the capture of a criminal. 

The development of an adequate 
state and interstate police radio system 
is difficult both from an engineering 
standpoint and as a matter of expense, 
but the development nevertheless is 


going on, and in the states where such 
systems are in operation a high degree 
of efficiency is being rapidly developed. 
The most encouraging feature of the 
nationwide campaign against crime and 
criminals now going on is that it has 
been realized finally that crime in these 
days of the automobile and air transport 
is no longer a local question. It crosses 
municipal limits in a matter of minutes 
and state lines in a matter of a few hours 
at most. It demands prevention on a 
national scale, in which the Congress 
of the United States and the Federal 
authorities in Washington are now con- 
cerning themselves. 
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The Business 


Of Advising 


On Life Insurance 


(CONTINUED FROM PAGE 31) 


decision as to which one of two or more 
policies to select. We cannot be expected 
to know as much about this, in compli- 
cated situations, as the skilled under- 
writer who has devoted years to the 
study of his work. However, there are 
certain fundamentals to bear in mind 
which should enable us to answer most 
of the “which policy?” questions in- 
telligently. 

The lowest cost type of permanent 
insurance (aside, perhaps, from various 
more or less complicated low-cost-at- 
the-start policies invented for the de- 
pression), is ordinary life. This fits the 
majority of situations. 

The chief objection to it, by young 
men especially, is, “ But I don’t want to 
pay insurance premiums all my life.” 

The answer is, ‘You don’t need to. 
You can stop paying in your later years 
and take your cash surrender value, or 
- your extended insurance option, or 
paid-up insurance for an amount some- 
what less than the face of your policy. 
Or, if you choose to leave your divi- 
dends with the company, you can make 
your ordinary life policy a paid-up 
policy in 15 to 23 years, depending on 
age at issue.” This fact is a surprise to 
many people. 

The type of regular life insurance 
just above ordinary life in cost is 
limited payment life. The periods of 
payment from which a choice can be 
made are usually as follows: 10 years, 
15, 18, 20, 25, 30. Of course, the pre- 
miums on a 30-payment life are much 
less than on a 15-payment life at the 
same age. However, it is interesting to 
note that the premium on a 30-payment 
life policy is considerably more than 
half of what the same man must pay for 
a 15-payment life. 

The highest premiums, as a class, are 
those paid by the holders of various 
endowment policies. The periods offered 
during which the premiums are paid 
roughly correspond to those offered to 
buyers of limited payment life policies. 

For purposes of comparison, the rates 
(per $1,000 of insurance) of one leading 
mutual company for these three stand- 
ard classes of life insurance for a man 
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INSURANCE AND SAVINGS 
**The most serious competition which insurance companies have is 
exactly the same as our most serious savings account competition 
namely, the urge to buy various forms of luxuries or semi-necessities”’ 


aged 35 are: ordinary life, $28.11; 20- 
payment life, $38.34; 20-year endow- 
ment, $51.91. 

Of course, cash surrender values 
accumulate more rapidly in the higher 
premium policies. Dividends also are 
higher. 

If a man will carry an ordinary life 
policy for 20 years, paying the full 
premium each year and allowing his 
dividends to accumulate with the in- 
surance company, he will usually find 
his cash surrender value plus his divi- 
dends is as much as his total payments. 

Theoretically, of course, his protec- 
tion has cost him nothing. Actually, the 
interest on premiums and dividends has 
paid for the protection. 

Below these permanent policies in 
initial cost is term insurance. The com- 
moner forms of term range 2, 5, 10, 15 
and 20 years. The holder of a term 
policy can convert it, without medical 
examination, into a like amount of 
permanent insurance any time within 
a certain period of years—usually seven 
as a maximum. It is important for a 
policy holder to remember that even 
though he has bought a 10-year term 
policy, he may have only seven years to 
convert it. 

Term insurance saves the holder a 
few dollars if he dies. It is expensive if he 
lives. 

Here is an ideal situation for a term 
policy. A man of very limited resources 
has a $5,000 mortgage on his home. He 
expects to pay it off within ten years. 
Yet, should something happen to him 


in that period, he wants his family to 
have a special fund, either to pay off the 
mortgage, or to invest in such a way 
that it will provide the mortgage inter- 
est. So he buys a 10-year term policy for 
$5,000. If he is paying 6 per cent on his 
mortgage, the insurance premium raises 
his “interest”’ to slightly more than 7 
per cent, but it assures the easy dis- 
charge of his obligation in case he dies. 

Too many buy term insurance when 
they can afford to pay for permanent 
insurance. Term protection, as_ the 
name indicates, should be regarded as 
merely a temporary affair, whereas life 
insurance should be considered as life 
insurance. 

Term insurance in mutual companies 
earns dividends after the second year 
but never has any cash surrender value. 

“Why can’t I get along more cheaply 
by buying, say a 10-year term policy, 
and when one runs out buy another for 
ten years and so on?” 

The answer is that mathematically it 
doesn’t work out. Then, too, at the end 
of the first 10-year term, the insured 
may find that he is no longer insurable. 
In that case he is left entirely without 
insurance for it is three years too late to 
convert his term policy. 

Once I heard a policy holder remark, 
“The insurance men don’t want to sell 
term insurance because their commis- 
sion on it is so low.” 

I don’t believe this, even though it is 
partly true. My friend, John W. Agent, 
has confirmed the point about the com- 
mission. 


— 
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Constructive Customer Relations 


A second group of letters from banks in various 
parts of the country, showing their use of the pro- 
gram sponsored by the Public Education Commis- 


To the JouRNAL: 
For the past five 
years our bank has 
intensively stressed 
customer relations 
through its person- 
nel. We have held 
monthly meetings at which various 
phases of customer relations, the bank 
and its various departments and func- 
tions have been discussed. The purpose 
of all of these meetings has been to give 
the employee a picture of the bank as a 
whole, explaining its history, personnel, 
strong board of directors, financial 
condition, services offered, with an ex- 
planation of those services, and the 
relationship of the bank to its customers 
and the community at large. At all of 
these meetings, of course, we stress the 
necessity of courtesy and service on the 
part of our employees and encourage 
them to sell the bank in and out of busi- 
ness hours. We believe this method 
has been effective in holding the con- 
fidence and good will of our customers 
during the past three years, during 
which period our whole banking struc- 
ture has been put to the test. 

The foregoing is merely to show how 
important a factor we consider our 
employees in our customer relations. 
Early last fall we were mulling over 
what sort of program we should follow 
throughout the winter months for these 
meetings and concluded that we would 
study “Constructive Customer Rela- 
tions” as suggested by the American 
Bankers Association and the Financial 
Advertisers Association. Our general 
plans were presented to the officers and 
employees’ committee who were sold 
on the idea. It was made very plain that 
giving their approval entailed not only 
whole-hearted cooperation but time 
and effort on their part. The staff was 
divided into groups of from 20 to 25. 
Everything was done to eliminate, as 
far as possible, atmosphere of the class- 
room. Each group meets every two 
weeks from 4:15 to 5:00 P. M., partly 


sion of the Association 


on their own time and partly on the 
bank’s time. A member of the em- 
ployees’ committee is in charge of each 
group to keep a record of attendance 
and contact the various members of 
his group. Two officers are assigned as 
leaders for each meeting. They are 
assigned one chapter of “Constructive 
Customer Relations” and they lead the 
discussion of that chapter. Each officer 
and employee was given a copy of the 
book and is expected to read the chapter 
under discussion before the meeting. 

Definite results cannot be tabulated 
and measured. However, we feel that 
we have been well repaid by the in- 
creased interest shown on the part of 
our employees in the treatment of 
customers, in the changes which are 
taking place because of new banking 
legislation and economic conditions 
and in bringing in new business to the 
bank. 

F. U. CARLBORG 

Cashier 
State Bank and Trust Co. 
Evanston, Illinois 


To the JOURNAL: 
In our opinion 
the American Bank- 
ers Association and 
their publication, 
“Constructive Cus- 
tomer Relations,”’ 
have contributed a very great deal to 
an important cause in the banking 
world which has heretofore been neg- 
lected. 

No sooner had “Constructive Cus- 
tomer Relations” been brought to the 
attention of this bank than we retained 
Mr. Phil Grau, prominent local at- 
torney, public speaker and civic-minded 
gentleman, to join with us in a series 
of conferences. As a basis of these 
conferences Mr. Grau uses the contents 
of “Constructive Customer Relations.”’ 
Each chapter is discussed separately. 


The results of these conferences have 
been remarkable and a particular ad- 
vantage of handling the situation in 
this manner is obviously that Mr. Grau 
comes to us as an outsider looking in. 
At the present time two courses of 
conferences are under way, one for the 
junior officers and one for the tellers. 
It is contemplated that at the com- 
pletion of these two groups of con- 
ferences a second two groups will be 
held, one for the senior officers and one 
for the employees. 

Everyone here is most enthusiastic 
about the constructive work that is 
now being done, and we want to take 
this opportunity to congratulate the 
American Bankers Association for hav- 
ing instituted the idea. 

Epwarp S. TALLMADGE 
Assistant Cashier 
First Wisconsin National Bank 
Milwaukee, Wisconsin 


To the JouRNAL: 

We cannot yet 
give any concrete 
results which may 
be attributed to the 
plan as announced 
by Mr. Puelicher in 
last July’s JouRNAL. We have, however, 
made a good beginning. 

In order to put into effect an educa- 
tional program in public relations, in 
brief we are operating as follows: 

Borrowing from the experience of the 
Industrial Service Bureau of the Uni- 
versity of the State of New York, we 
split our personnel up into 52 groups of 
10 to 12 each. These groups meet simul- 
taneously at a given time twice a month. 
Sixty-five men have been trained in 
leading groups in discussion by a repre- 
sentative of the University of the State 
of New York. These group leaders con- 
duct their discussions, using material 
which is prepared by a steering com- 
mittee composed of officers of the bank, 
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and from the book, “Constructive Cus- 
tomer Relations.” 

The material which is taken up is 
not technical or theoretical. It is the 
kind anyone may readily participate 
in from his own experience and common 
sense. We are endeavoring not to con- 
flict in any way with the work of the 
American Institute of Banking, so nat- 
urally we dwell on problems having to 
do particularly with public relations as 
well as those concerning policies of the 
bank. 

WALTER H. JOHNSON 
Vice-President, 
Marine Midland Group, 
Buffalo, N. Y. 


To the JOURNAL: 
For a number of 
years we have held 
weekly meetings of 
our tellers in which 
we spend 30 min- 
utes to an hour dis- 
cussing new business leads, service and 
any other questions which may be 
brought up that are pertinent to our 
relations with customers. Since the ad- 
vent of the book on customer relations 
and the Morehouse lecture notes pub- 
lished by the American Bankers Asso- 
ciation, we have devoted a portion of 
each meeting to a study of these lectures. 
Our meetings are attended by about 
15 of our tellers and senior men who 
are in daily contact with the public, 
and inasmuch as we do not have suf- 
ficient copies to go around, our plan 
has been to read and discuss a few 
pages at each meeting. To date we have 
covered about two-thirds of the book 
on customer relations and a like portion 
of the Morehouse lecture notes. They 
have proved highly interesting and, I 
believe, beneficial to us all. Our tellers 
have shown a real interest and their 
expressions to me indicate that they 
have enjoyed the lectures very much. 
Most of the men who attend these 
meetings have had considerable bank- 
ing experience and have taken the 
Institute courses. The subject matter 
covered in these lectures is not entirely 
new to them, but it is presented in such 
a way that it challenges their attention 
and interest. The most valuable feature 
of the lectures, in my opinion, is the 
fact that they attack each question 
from the customer’s viewpoint, and in 
our discussions we have laid more stress 

on this point than any other. 

During the past few months a situa- 


tion which has not existed to the same 
extent before has become more or less 
acute in our own institution. I realize, 
of course, that this situation is not 
peculiar to us, but I mention it here 
because it is a major problem. We have 
so many new customers that the de- 
mands on those of us meeting the public 
are very heavy, requiring the utmost 
mechanical efficiency. Under these cir- 
cumstances there is a tendency to rush 
through our business transactions with 
our customers, with the result that in 
some instances the customer may feel 
that he has not received all the cour- 
tesy and attention he is entitled to. 
For that reason, if for no other, these 
lectures have proved helpful, as we 
have emphasized over and over again 
the importance of putting ourselves in 
the other fellow’s shoes. 

It is my sincere belief that we have 
all profited thereby and that our cus- 
tomers are receiving a courteous, 
friendly, and efficient service. Un- 
doubtedly there is plenty of room for 
improvement, but we believe the lec- 
tures serve as an excellent guide and 
are determined to continue along the 
lines suggested by them. 

R. J. RayMOND 
Assistant Secretary 
Spokane and Eastern Trust Co. 
Spokane, Washington 


To the JOURNAL: 

Our bank employ- 
ees have completed 
the course on Con- 
structive Customer 
Relations. This was 
open to our entire 
banking force and was conducted as 
an informal discussion group. Current 
banking topics such as Code regulations 
were discussed, also. 

Members of the group were asked 
their reactions to the course. Here are 
a few of their comments: 

“The course in Constructive Cus- 
tomer Relations was helpful to me in 
making clearer the bank practices in all 
departments. I gained from it a fuller 
knowledge of present conditions in our 
banking system, so that I can reply to 
criticism more intelligently when meet- 
ing it both inside and outside of the 
bank.” 

“Knowledge of my bank helps me to 
become a better ‘booster’ for my bank.” 

“Tt is sufficient, indeed, to say that in 
view of our being able to ask questions 
and carry on a friendly informal bank- 
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ing class, the course was a grand success 
and could easily be continued to the 
satisfaction of many.” 

“Too much cannot be said in regard 
to bankers’ relations with their cus- 
tomers, and I believe the subject is 
covered very thoroughly in the course 
we have just finished.” 

As leader of the group, I have found 
that the material provided in the course 
produced lively discussions, and I have 
used the subject matter to advantage 
many times. 

K. DuRFEE 
Assistant Cashier, 
Northampton National Bank and 

Trust Co., 

Northampton, Massachusetts 


To the JouRNAL: 

Lawyers County 
Trust Company 
made use of the 
“Constructive Cus- 
tomer Relations” as 
a supplementary 
textbook in connection with its business 
development program among employees. 
A sufficient number of copies of the 
book was secured so that every em- 
ployee of the Company was supplied. 
The books were distributed with a 
special memorandum from the presi- 
dent. 

While we did not have a series of 
conferences, as was suggested by the 
American Bankers Association, specifi- 
cally devoted to a discussion of the 
book, employees interested in the de- 
velopment of new business have par- 
ticipated in frequent meetings in which 
customer relations have been given 
prominent attention. 

I presume that it is quite the usual 
thing for each bank to feel the same 
way about its particular employees; 
but we feel that we have an exceptional 
group of employees so far as their easy 
cordiality, efficiency and general rela- 
tions with our customers are concerned. 
With respect to each individual em- 
ployee, good customer relations is pri- 
marily a matter of the employee’s 
interest in his work. 

So far as the book itself is concerned, 
we consider it a good job. Every bank 
employee should gain suggestions and 
the inspiration to improve his “bank 
manners” and personal efficiency from 
a study of it. 

LEE MOSER 
Lawyers County Trust Co. 
New York, N. Y. 
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Peter W. Goebel 


ETER W. GOEBEL, wartime Presi- 

dent of the American Bankers Asso- 
ciation, and known to thousands of 
bankers as “Uncle Peter”, succumbed 
to a heart attack in Carlsbad, New 
Mexico, on February 2. 

Born in Weisbaden, Germany, the 
son of a forester, favored with a rugged 
physique and earnestly striving from 
early boyhood to add to his store of 
knowledge, Mr. Goebel came to America 
at the age of 14 and settled in Louis- 
burg, Kansas, where a sister was 
already located. 

A hard worker, substantial, observ- 
ing, with a knack of acquiring the 
confidence of people, it was not long 
before he was the proprietor of the local 
drug store. Concerning its acquisition, 
C. L. Brokaw, lifelong associate, relates 
that a wealthy Irish farmer was the 
god of the machine in this fashion. 

The Irishman, overcome by excessive 
thirst, completely unquenched by earlier 
libations, demanded that the druggist 
for whom Mr. Goebel was at that time 
working, sell a gallon of whiskey. The 
demand being refused, the irate Celt 


October, 1917 


bought the store on the spot, put young | 


Goebel in charge, and, after effects of the 
spree wore away, sold it to his new-found 
employee at a nominal price. 

In 1881 he assisted in the organiza- 
tion of the Reed and Staley Bank, now 
the Bank of Louisburg, and became its 
cashier. Under his strong guidance and 
unusual judgment of loans, this institu- 
tion rapidly attained prominence. 


It was in 1905 that he came to Kansas | 


City, Kansas, bringing C. L. Brokaw, 
his first employee, with him, to found 
the Merchants State Bank, and to 
become, within a short time, the leading 
banker in his city. In 1910, he was 
president of the Kansas Bankers Asso- 
ciation; in 1916, he was President of the 
American Bankers Association, and a 
great power both in holding German- 
Americans in line for their adopted 
country and in financing the require- 
ments of the United States and its 
Allies. He also served as a member of 
the Advisory Board of the Federal 
Reserve Bank, 10th District. He was at 
one time president of the Metropolitan 
Street Railway, and at the time of his 
death was chairman of the board of 
the Kansas City Public Service Com- 
pany, president of the Kansas City, 
Leavenworth & Western Railway Com- 
pany, director of the Commercial 
National Bank, Kansas City, Kansas, a 
director of the Kansas City Life Insur- 
ance Company and a director of the 
Midland Life Insurance Company. 

Despite his manifold business affairs, 
Mr. Goebel found time to serve his state 
for two terms in its legislature, where he 
won the respect and confidence of the 
leaders of both parties and became the 
most valuable counsellor of the late 
Governor Bailey, a political opponent. 

Despite financial misfortunes and 
constant battles against adverse circum- 
stances in the later years of his life, 
Peter W. Goebel retained to the end the 
optimism, the sturdy philosophy and 
the keen sense of obligation which had 
marked every step in his life, and the 
confidence and respect of the large num- 
ber who were associated with him. 
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. Tt is as if the world had been saturated with 


of negative interest due to their independence of the Na-_ 


Like 2 Extra Hands 


for all Manual and Electrically oper- 
ated typewriters, the Burroughs 
Typewriter Billing Machine and the 
N.C.R. Ellis 


Add an Egry Speed-Feed to your typewriter 
and your typewriter billing machine equipment 
and you increase their production 35 to 50 per 
cent. 


Impossible? Not a bit! The Speed-Feed elimi- 
nates the most costly single operation in form 
work by inserting and removing carbons auto- 
matically. Does mechanically in 5 seconds what 
requires 50 seconds by hand. Saves the expense 
of costly, pre-inserted (one-time) carbons. 
Maintains perfect alignment. Speeds up the 
issuance of all business forms. Pays for itself in 
a few weeks. Adaptable to any standard type- 
writer, without change in typewriter construc- 
tion. Makes every typewriter a dual purpose 
machine — a typewriter one minute, a billing 
machine the next. 


(For the Elliott-Fisher, Egry offers the Egry 
Automatic Electric Controller and the Egry 
Tru-Feed.) 


Egry Systems for Banks, Insurance Com- 
panies, Brokerage Houses, Building and Loan 
Associations, and all financial institutions. 
Send for details. 


THE EGRY REGISTER COMPANY 
Dayton, Ohio 
Sales agencies in all principal cities 
Tell us more about the Egry Speed-Feed. 
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PETER W. GOEBEL 
This is one of the most eventful years in the history reason for the succéssful year lies in unification within. | Name............0sceccececeeescecececceseceees 
of nations. If we have not made progress, we have made Every unit inside the Association gains power and impetus 
haste. I think we have made progress. It is surely from the fact that it is a part of the larger organization | Address..........0.ceececececececececececeeeeees 
‘progress when exigency demands that we make the wisest and the larger organization moves with greater force to 
and mest economical use of our resources. It is perhaps the discharge of its functions because the work can be | 
strange that this mighty war has not yet added anything divided and assigned to those best equipped technically to 344-AB 
of importance to the list of human discoveries and inven- perform it. 
tions. In the past fifty years there have been many— At the Convention in Kansas City a year ago, the 
more than it was possible to adapt to practical uses. There State Bank Section was formed. This completed the num- 
has been a demand for new things, for new appliances of ber of sections authorized by the constitution. There was 
various kinds. Inventive genius has been stimulated by a belief held by many that this section would find difficulty 
offers of rewards. Men and governments have been eager in justifying its existence. Unlike the other .sectiona, its 
PEE D-FEE D 
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THE BEST INVESTMENT we can 
recommend right now is ARKANSAS __;,, booklet and reservations 
HOT SPRINGS PREFERRED. Revi- address 


talizing BATHS will pay you daily W. E. CHESTER 


dividends. Tension will melt away ee 
ident 
with the depression blues, rheumatism 


and neuritis. 


ARLINGTON HOTEL AND BATHS 


Headquarters, American Bankers Association Executive Council 
April 16th to 18th 


HOT SPRINGS NATIONAL PARK « ARKANSAS 


S you challenge Par when your ball rolls 
straight for the cup on velvet Grass 
Greens... or you view this scenic 
wonderland from the back of a gaited 
horse, you'll be comfortable here at the 
Arlington with its matchless cuisine and 
service — and better still, at tariffs which 
meet you more than half way. 


MONARCH 


FIRE INSURANCE COMPANY 


CLEVELAND, OHIO Se RALPH RAWLINGS, President 


ANNUAL FINANCIAL STATEMENT — DECEMBER 31, 1933 


(New York Basis) 


ASSETS 


U. S. Government Bonds... $405,623.59 
522,934.00 

611,526.87 

Mortgage Loans 279,772.14 
Certificates of Participation, Trusteed ‘Mortgages . wie 250,000.00 
Cash in Banks and Office. 196,169.13 
Agents’ Balances written subsequent to October Farr : 319,144.49 
Deposits with Underwriter’s Associations. ..... hn 1,000.00 


$2,911,082.08 


LIABILITIES 


Outstanding Losses... . ; $ 210,162.00 
Taxes, Expenses and Other Liabilities... .... 85,586.45 
*Contingency Reserve 163,589.63 
Unearned Premiums and Losses Recoverable on Reinsurance in Companies not 

admitted in New York State 18,740.21 


Total Liabilities, nee Capital $1,885,114.95 

Surplus 525,967.13 

Surplus to Policyholders 1,025,967.13 
$2,911,082.08 


* Contingency Reserve, representing difference between values carried in non-amortizable bonds and 
for stocks and actual December 31, 1933, market quotations on such bonds and stocks 


A Banker’s 


Interest in 


His Customers 


To the JOURNAL: 


N these days of confusion and uncer- 

tainty, your JOURNAL is a valuable 
substitute for the compass and the sex- 
tant, for the economic magnetic pole 
has shifted and fogs of contradiction 
and clouds of distrust cover the sun. 

The March issue, however, contains 
some things which get under the hide of 
a layman, and sting. Under “The Me- 
chanics of Public Relations” we are 
told that prior to April, 1933, a num- 
ber of leading banks quietly tested out 
a plan for bringing about a more friendly 
service. It is then explained that com- 
mon courtesy should be extended to 
strangers calling on a bank, since they 
may be potential customers. In business 
and social life courtesy is a most ele- 
mental consideration, but evidently a 
reprint of the story of Baucis and Phile- 
mon might be used with profit as a 
primer in financial circles. 


A PROPOSAL 


TO BE perfectly frank, up to a com- 
paratively recent time bankers were 
considered by the general public as 
supermen, excelling in wisdom and 
moral honesty, leaders and teachers in 
civic and religious life and endowed 
with a faculty enabling them to give 
sound advice on business problems. 
The cataclysm of 1930 has disclosed 
many financial idols with heads of cy- 
press, hearts of brass and feet of clay. 
The Senate disclosures have revealed 
the heads of some of our largest finan- 
cial institutions as the personification 
of greed, grasping any and every oppor- 


| tunity to acquire wealth at the expense 


of the innocent and foolish. 

Public opinion is based on generali- 
ties, and “‘birds of a feather flock to- 
gether” is not a truism, although gen- 


erally accepted as such. It is most 


| 


| unfortunate that some of our representa- 
| tive Americans of the finest character 


| and personality gracing the banking 
| profession should be stigmatized by 
such associations. Under the heading 
“Seriously the JOURNAL requests ideas 


| for the benefit of banks, and I will pre- 
| sume to offer one. 


The New York Times, March 22, 
1930, reported a speech at the Regional 
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Savings Conference of the American | 
Bankers Association in which the fol- 
lowing appeared: “Investigation has 
shown a public feeling that banks Bank Statements, printed on Crane’s Bond, offer both 
should have in their employ practical 
business men to give counsel on matters | 
of production, merchandising and sales | 
—for the criticism has been made that 
the helpfulness of many bank officials | good management. 
ends with financial matters.” | 
To be really helpful, a bank official | 
possessing the experience of a business | 
executive capable of solving problems of | 


management, production and distribu- 
tion could, in a beneficial way, develop 

many accounts. Market surveys, sales 

forecasts, budgetary controls, anticipa- | yi 
tion of future trends and development of | 

the potential earning powers of a cus- 

tomer are functions that might properly 
beassumed by a real banker. The atmos- | 

phere of reserve and a veneer of exclu- 

siveness that exists in relation to banks | 

and bankers in the popular mind must 

be eliminated. The utmost frankness 


should exist between a patient and his 

doctor, a client and his lawyer and a | 

depositor and his banker. | Fk | N E Pp PE R S 
Complete, mutual confidence, based | 

on faith and honesty, with the ability 


to help and advise, are the essential CRANE’S FINE PAPERS « MADE IN DALTON, MASSACHUSETTS 
factors of the service which will mark 


the successful bank of the future. 


shareholders and customers tangible evidence of 


GEORGE W. GERLACH | 


In the same mail with Mr. Gerlach’s 

letter came this ‘‘Announcement”’, | 

which would seem to have special appli- 
cation to the point raised above 


‘ COC CCE CEC CEES 


PD 


All Barriers Down. Your telephone removes all 
barriers. It levels mountains, spans rivers, carries 


your voice quickly across the great open spaces. It 


breaks down that most serious barrier of all, mis- 


ANNOUNCING 
A 


Monthly Report 
TO 


CUSTOMERS 
é Bell Telephone System 


understanding, because it makes possible a contact 


of your mind with your neighbor’s—even across a 


continent or an ocean. 
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The Process of Devaluation 


UMPHREYS had survived the 
depression, but in the process he 

had rolled up a mountain of debt. 
Like a corporation he had three classes 
of creditors—bank, merchandise and 
individual. Being a meticulous fellow he 
had converted his borrowings into notes 
and, since he could not convert the notes 
payable into cash, he did the next best 
thing—kept them alive by frequently 
issuing new ones for old. He had them 
all neatly arranged so as to come due at 


the rate of one or two weekly, prefer- 
ably on Sundays, for that gave him one 
extra day. The crisis in his tangled af- 
fairs came suddenly; he had been 
wandering all around town one day 
trying to think what it was he had for- 
gotten. At 3.30 P.M. he hadn’t thought 
what it was and went gloomily to his 
office. There he found a memorandum 
from his bank creditor. He had over- 
looked renewal of their note. He decided 
to go face the music. 


ESTABLISHED 
MARCH 24, 1933 


RESOURCES — 200,000,000 


The 


NATIONAL BANK 


OF DETROIT 


QUAN 


Distributed by 


ADMINISTRATIVE AND RESEARCH 
CORPORATION 


Through a National Group 
of Investment Houses 


For a prospectus prepared in accordance with the provisions 
of the Securities Act of 1933, write to Administrative and 
Research Corporation, 15 Exchange Place, Jersey City, 
N. J., or to authorized dealers in principal cities. 


On the way down he bought a paper 
and read that President Roosevelt had 
devalued the dollar to 59.06 cents, 
making a profit for the Treasury of 
about $2,800,000,000. Out of that sum 
the Government was setting up a $2,- 
000,000,000 equalization fund to keep 
the dollar devalued. He found his 
banker waiting and was pleasantly sur- 
prised to find him in an agreeable frame 
of mind. 

“T knew you’d show up sooner or 
later,” the bank officer remarked. “No, 
the note’s not protested. We figured 
you’d want a renewal.” Humphreys 
gasped in surprise. Then the banker 
said, abruptly: ‘“‘How much do you 
owe, to everybody?” The question was 
like a cannonball and surprised Hum- 
phreys into answering involuntarily: 
“ Forty-six thousand, eight hundred and 
ninety-seven dollars.” 

“Listen, Henry,” said the banker, 
“get out of your hole. Go to all your 
creditors and buy up your notes. We’ll 
add $15,000 to your loan. Now go out 
and see ’em; I’ve got to catch a train.” 
The banker made out a new note, which 
Humphreys signed in a daze; the banker 
initialed it hastily and handed it to a 
loan clerk, disappearing before Hum- 
phreys recovered his composure. Finally 
Humphreys put on his hat and 20 
minutes later found himself uptown 
with only a hazy idea of how he got 
there. He went back to his office to 
think it over. In the hallway of the office 
building he met Miss Simmons, his 
faithful secretary, on her way out. He 
recalled he owed her six weeks salary 
and that she hadn’t yet found a new 
job. “Emma,” he said with authority, 
“T want to see you a moment.” She 
sighed and returned with him to his 
office. 

“T owe you $150,” he said, reaching 
for his checkbook and writing a check. 
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“T will ask you to take $100 in full 
settlement. You can stop looking for a 
job and stay here. That’s all; good- 
night.” She started to ask a question, 
but started crying and departed in 
some confusion. 

Humphreys was on the job next 
morning at 8, and between that hour 
and 9 he had dug out his worst financial 
statement, all his unpaid bills and 
records of notes payable. Some of the 
bills dated back to 1929. He segregated 
all of $100 or thereabouts and turned 
them over to Miss Simmons. “I want 
you to go and see these people,” he told 
her, “and try to buy ’em, I mean their 
notes, er, that is, my notes. Offer ’em up 
to 59.06 cents on the dollar.” He hadn’t 
thought of that figure before; it was 
just an inspiration. Having dispatched 
Miss Simmons on her way, Humphreys 
closed the office and went out personally 
to settle the big accounts. 

It was 6 P.M. when he returned, 
rather tired but pleased. He had found 
few creditors suspicious and these had 
been silenced by a look at the Hum- 
phreys financial statement. Some credi- 
tors had written off the whole debt due 
them and seemed worried about writing 
a portion of it back on, thereby com- 
plicating their relations with the Bu- 
reau of Internal Revenue. Some volun- 
teered that, in view of their need for 
cash and the obvious state of Hum- 
phreys’ finances, they thought 33 cents 
on the dollar would be quite fair. When 
Humphreys returned he found Miss 
Simmons bursting with pride; she had 
seen 15 creditors to whom was owed 
$1,150; she had settled with nine at 25 
to 33 cents on the dollar; two had tem- 
porarily held out and three had decided 
to wait, in hope of a larger return now 
that business was picking up. Suit was 
threatened on one account, $13.80, for 
telephone services. 

Humphreys and Miss Simmons 
worked for two hours, drawing checks 
in settlement and writing letters, then 
had dinner and returned for bookkeep- 


ing. At 11 o’clock they calculated, al- 
lowing for payment in full of holdouts, 
including the $13.80 bill for which suit 
was threatened, that they had settled 
$26,897 claims for $11,057.36, which 
was an average of 41.11 per cent, going 
President Roosevelt one better on the 
devaluation idea. Out of the $14,850 
net proceeds of the bank’s $15,000 addi- 
tional loan there remained $3,792.64 
which, Humphreys told Miss Simmons, 
he would at once set up as an equaliza- 
tion fund, to be employed in accumulat- 
ing some notes of other people he knew 
about. Within a week manna from 
heaven dropped down in the form of a 


large and profitable order and, in high 
spirits, Humphreys went down to re- 
port to his bank. The banker negligently 
kept him waiting an hour and then 
greeted him pleasantly, making no com- 
ment on the expenditure of the loan 
proceeds. “What puzzles me,” Hum- 
phreys told him, “is why you did it.” 

“That,” said the banker, “is easy to 
answer. First, you are a decent sort 
even if, sometimes, you do forget notes. 
Second, I knew you were going to get 
that order. Third, we didn’t want you to 
make us write off our loan. You never 
thought of that, did you?” 

— FET 
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Economic Planning 


Stock Exchange Control « Currency « 
Society Simplified « Prices « What Money Is 


HE recent discussions of the 

N.R.A. in Washington, the an- 

nounced slowing down of the oper- 
ations of the C.W.A., the request of the 
President for broad powers for control- 
ling the tariff, efforts to enact legisla- 
tion designed to regulate the operations 
of the exchanges, suggested legislation 
to assist the building and loan associa- 
tions and other forms of mortgage credit 
as well as other types of business, the 
steps to organize institutions through 
the R.F.C. to finance foreign trade be- 
tween the United States and other 
countries, especially Russia, the slow 
progress of the P.W.A. program as well 
as many other problems and phases of 
the New Deal indicate that the efforts 
and accomplishments of the Adminis- 
tration to date in restoring business 
prosperity have not been as successful 
as had been hoped for. Officials of the 
Administration would be the first to 
admit the fact. 

Many attempts at economic planning 
as expressed through the activities of 
organizations known as the A.A.A., the 
C.W.A., the P.W.A., the T.V.A., the 
N.R.A., the R.F.C., the Home Owners’ 
Loan Corporation and the many other 
varieties of relief proposed and adopted 
have failed to increase production, em- 
ployment, prices and an expansion of 
bank credit to the extent anticipated or 
hoped for, the underlying purpose of 
which was to expand purchasing power 
and attain a higher standard of living. 

Bankers and business men are natu- 
rally interested in the changes closely 
related to modifications in the broader 
field of economics and business. This is 
important, since the Government has 
pumped such huge amounts of public 
funds into business channels through 
various Governmental agencies. There 
are signs that a swing from a continu- 
ance of the vast expenditures is under 
way. Less dependence should be placed 
upon the public treasury and more on 
commercial banks, and by business men 
themselves. 
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Prior to the World War the United 
States was a debtor country. During 
and following the war, the United States 
gradually shifted its position to a credi- 
tor nation. After the war New York be- 
came the world capital market. Many 
issues of securities, both foreign and 
domestic, were sold in this market. One 
of the important institutions of the New 
York capital market was the New York 
Stock Exchange. It performs an impor- 
tant and useful function in the distribu- 
tion of long term securities. Many 
abuses, especially during the period of 
rising prices, crept into the methods of 
buying, selling and manipulating the 
prices of stocks and bonds. 


EXCHANGE PRACTICES 


SECURITY prices tumbled in 1929 
and many fortunes were lost in a very 
few days, others disappeared over a 
longer period. It was natural for specu- 
lators to “place the burden” of their 
losses upon a mismanaged stock ex- 
change. Many suggestions for reforming 
the exchanges have been advanced. The 
Securities Act of 1933 was an effort to 
regulate the issue and distribution of 
investment securities. The Adminis- 
tration and those who are interested in 
a planned economy are anxious to regu- 
late the exchanges. In view of all this, 
the Twentieth Century Fund conducted 
an intensive survey of stock exchange 
practices. Stock Exchange Control by 
Evans Clark and Alfred L. Bernheim, 
editors of the Twentieth Century Fund, 
Inc., together with a large list of col- 
laborators (D. Appleton & Co., New 
York and London), is a most timely 
discussion of an important subject. 
Speculative phases have been given 
special consideration. 

The book will be read with interest 
by all those who want to get an up-to- 
date authoritative presentation of the 
many phases of this important subject. 
Regulation is an essential part of the 
planning of the Administration, and 
this book will do much to clarify the 


controversial questions involved in this 
subject. Chapter VIII, ‘Conclusions 
and Recommendations,”’ will be most 
helpful in the work of properly 
evaluating the present status of the 
exchanges. Many criticisms and sug- 
gested remedies are offered. These con- 
clusions should be useful to members of 
Congress in formulating and adapting 
legislative measures to the present day 
needs of issuing and distributing in- 
vestment securities. It is an important 
survey and should be read and discussed. 

Dana T. McIver in Debased Currency 
advocates the issue of a currency against 
a backing of either gold or silver. Our 
troubles, according to this writer, are 
largely due to the fact that we have is- 
sued a currency with only a partial gold 
backing. Over a period of about three 
thousand years there is only “one form 
of true money which consists of pure 
gold coin and pure silver coin. No other 
form of money has stood or can stand 
the test of time.” Contrary to many 
writers on the subject, Mr. Mclver 
regards the supply of silver inadequate 
to provide a currency free from debase- 
ment. The “national problem is to pro- 
cure a sufficient stock.” Countries 
should make an intensive search for 
more commercially profitable gold and 
silver mines and from them “not less 
than three per cent” should be added 
each year to the monetary stock of gold 
and silver. The author concludes by 
saying that if there were an interna- 
tional agreement to “absorb into the 
various monetary systems all available 
silver,” a revaluation of gold to a “price 
of $20.67 per fine ounce” with a further — 
agreement not to change this for 100 
years or to over-issue gold certificates for 
at least 50 years, we could “look with 
full confidence that all other trouble- 
some matters would automatically ad- 
just themselves and disappear like 
magic.” It is difficult to realize how azy 
one could accept such conclusions and 
feel that our economic difficulties are so 
simple or so easy of cure. 


Another book published recently and 
bearing a close relationship to the many 
changes going on both as a cause and a 
result of the so-called economic planning 
in Washington at the present time is 
Our Economic Society and Its Problems 
by Rexford G. Tugwell and Howard C. 
Hill (Harcourt, Brace & Co., New York). 
This book will be of interest to a large 
number of people even though it is pre- 
sented in an elementary style, essentially 
of the high-school variety, with a list of 
questions and problems at the end of 
each chapter in textbook form. It is “an 
earnest, painstaking and thoughtful at- 
tempt not only to explain our economic 
life but also to help establish economic 
and social attitudes necessary to fulfill 
the responsibilities and duties of a citi- 
zen.” The book is well illustrated by 
charts, diagrams and maps. 


VARIETY OF SUBJECT MATTER 


THE book is divided into eight parts 
covering a wide range of topics, start- 
ing with the economic life of ancient 
times and running through many eco- 
nomic changes, including the planned 
economic life of the Union of Soviet 
Socialist Republics and the present day 
proposals for economic planning in the 
United States. Those interested in the 
subject of money and banking will find 
parts four and five more entertaining. 
A wide variety of economic subjects is 
discussed briefly, such as public funds, 
trade among nations, decline in foreign 
trade, improving the work of adults, 
the machine age, social insurance, the 
organization of business, how income is 
distributed, as well as Jaissez faire and 
economic planning. 

Facts and data exist in abundance. 
Many statements are dogmatic and pre- 
sented in such an abbreviated form as to 
be often misleading if not inaccurate. 
For example the authors state: ‘“ The 
Roman Empire developed commerce, 
and as a result there grew up monetary 
and financial systems, specialization and 
city populations (p. 9).” Are we to infer 
that without the development of com- 
merce we should have had none of these 
things? A summary is found at the end 
of each chapter which is very useful and 
will save much time in getting the prin- 
cipal points easily and quickly. At the 
end of the book a glossary is added for 
the purpose of defining numerous terms; 
some of the definitions are valuable, oth- 
ers distinctly worthless. To illustrate, a 
debenture is defined as “‘a paper acknowl- 
edging a debt.”’ Is this not true of any 
promissory note? Again, discount is de- 
fined as follows: “A deduction. To loan 
for a restricted period at less than the 
usual rate of interest.”’ 


Professor Spahr has performed a most 
useful service in his pamphlet, The Mon- 
etary Theories of Warren and Pearson 
(Farrar & Rinehart, New York), in 
pointing out the principal weaknesses of 
the price theories of these two well 
known writers on Prices. Dr. Spahr has 
restated these theories and presented 
the principal arguments against them 
in a clear and simple style. This pam- 
phlet should go a long way toward clear- 
ing up these theories and helping to ap- 
praise them properly. If this discussion 
contributes towards a better under- 
standing of the underlying theories of 
our present monetary policy in this 
country, it will have performed a most 
valuable public service — regardless of 
whether it is read by those in sympathy 
or against the present efforts of the 
Administration to give us a planned or 
managed currency. 

Victor S. Clark in What Is Money? 
(Houghton Mifflin Co., Boston and New 
York) has tried to simplify for the gen- 
eral reader the subject of money with- 
out much success. The subject is ap- 
proached through “the path of history 
rather than by that of theoretical analy- 
sis.”” The book is a condensed descrip- 
tion of metallic money from about 1600 


down to 1890, followed by short excur- | 


sions into paper money, the gold stand- 
ard and managed currency. Bimetallism 


‘means a free coinage of both gold and | 
silver at a fixed ratio, the resulting coins | 


of both metals being full legal tender.”’ 


Despite the fact that these two metals | 


have generally been used in the past 
in countries maintaining a bimetallic 
standard, there is no theoretic reason 
why two other metals might not be used 
under certain circumstances. Certain 
broad statements are made which do 
not seem justified. For example, on p. 
37 he says, ‘“‘ greenbacks never circulated 
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in California, which clung to gold 
throughout the domestic struggle.” 

The author refers rather loosely to the 
present currency system of Sweden as 
a managed currency system, whereas 
Swedish bankers and economists as well 
as government officials deny the exist- 
ence of a managed currency in that 
country. Even though the subject of 
money is not satisfactorily explained, 
Mr. Clark has presented a classical 
point of view in a readable form. In 
conclusion he says: 

“Nevertheless, Ricardo’s maxim is as 
true today as it was in 1816. If the state 
is to prosper, money must be anchored 
to a stable standard and its supply 
must be controlled by the auto-processes 
of trade and not by the dictates of a 
government.” 

Joun M. CHAPMAN 


Some of the important new books re- 
ceived recently were Federal Tax Hand- 
book 1933-1934 by Robert H. Mont- 
gomery (Ronald Press), The Turning 
Wheel by Arthur Pound (Doubleday, 
Doran) and The Practical A pplication of 
Investment Management by Dwight C. 
Rose (Harper). 
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Intermediate 
Credit Banks 


By L. E. LASCELLE 


the special purpose of assisting 
small industries whose capital has 
been depleted or who are handicapped 
by lack of funds, the President, on 
March 19, transmitted to the Senate 
and House a bill for setting up 12 credit 
banks, one in each Federal Reserve 
district. 

The President recommends that each 
of these banks be organized in accord- 
ance with and subject to regulations 
prescribed by the Federal Reserve 
Board. With its consent, such branches 
and agencies may be established as are 
required for its convenience. The major- 
ity of directors shall be engaged in some 
industrial pursuit, but any director, offi- 
cer or employee of a Federal Reserve 
bank may also serve the new banks in 
similar capacities. The life of these banks 
is to be determined by the Federal Re- 
serve Board, which can order their liqui- 
dation when their purpose has been 
served. 

Under the specifications of the pro- 
posed bill, each credit bank shall have 
power to discount for, or purchase from, 
any bank, trust company, mortgage 
company, credit corporation for indus- 
try or other financing institution func- 
tioning in its district obligations having 
maturities not exceeding five years, 
entered into for the purpose of obtaining 
working capital for any established in- 
dustrial or commercial business; to make 
loans or advances direct to any such in- 
stitution on the security of such obliga- 
tions, and to make commitments with 
regard to such discount or purchase of 
obligations or with respect to such loans 
or advances on the security thereof, in- 
cluding commitments in advance of the 
actual undertaking of such obligations. 

Each such financing institution shall 
obligate itself to the satisfaction of the 
credit bank for at least 20 per cent of 
any loss which may be sustained by the 
credit bank upon any of the obligations 
acquired from such financing institu- 
tion,. the existence and amount of such 
loss to be determined in accordance 
with the regulations of the Federal 
Reserve Board. 

In exceptional cases, the credit banks 
may advance to or purchase the obliga- 
tions of businesses which are unable to 


get financial help from the usual sources. 

The capital is to be supplied through 
payment to the credit bank by the Fed- 
eral Reserve bank in its district of com- 
mon capital and surplus equal to the 
par amount of the capital stock of the 
Federal Deposit Insurance Corporation 
to which that Reserve bank has sub- 
scribed. The Secretary of the Treasury, 
in turn, will buy the stock of the 
F. D. I. C. from the Federal Reserve 
banks, which will no longer be obligated 
to subscribe or pay for any such stock. 
The Secretary of the Treasury will use 
some of the profits of the reduction in 


Recovery 


NE cannot safely reason very closely 

as to current changes in credit and 
relief policies of the Federal Govern- 
ment these days, lest further changes 
challenge conclusions before they are 
finally formulated. Several facts rise 
above the turmoil of legislative and 
administrative action, however, which 
portend changes of importance. One is a 
decided decrease in the expenditures of 
the Government for relief and in pursu- 
ance of its recovery program during 
February and March. Another is the 
gradual suspension of the Civil Works 
Administration’s feverish activities 
pending the organization of a new 
agency to take its place. A third isa more 
aggressive policy on the part of the code 
division of the National Recovery Ad- 
ministration. A fourth is a threat of 
withdrawal of funds not promptly used 


Senator Fletcher introduced the Ad- 
ministration’s intermediate credits bill 
in the Upper House 


the dollar’s gold content to meet this 
requirement. 

Obligations of the credit banks shall 
be lawful investments and acceptable 
as secunity for all fiduciary, trust, public 
and other funds under the control of 
the United States or its officers. The 
stocks, notes, debentures, bonds and 
other obligations of the credit banks 
shall not be subject to the provisions 
of the Securities Act of 1933. 

As a result of surveys conducted by 
the Federal Reserve Board among in- 
dustrial plants, it has been estimated 
that the present capital requirements of 
small industries total about $700,000,- 
000 and that the meeting of these needs 
through the proposed credit banks will 
maintain 346,000 persons in employ- 
ment and supply new work for an addi- 
tional 378,000. 

The total capital stock of the new 
banks is estimated at about $140,000,- 
000, plus whatever sums are realized 
from the sale of preferred stock. 


in the Public Works program; a fifth, a 
more rapid turnover of Civil Conserva- 
tion Corps personnel, and so on. The 
coincidence of these changes suggests 
the failure of recent policies to bring 
anticipated results on the one hand and 
a new line up in an effort to attain the 
desired results on the other. 

Reduced expenditures naturally sug- 
gest a change in budget policy and a 
turn to economy, but since over 11,000,- 
000 persons, according to the American 
Federation of Labor, are still unable to 
find work in industry, and private in- 
dustry even with shorter working hours 
has been unable to absorb more than 
1,800,000 persons after months of effort, 
such a change does not seem reasonable. | 

At all events the hop, skip and jump 
method of dealing with the situation has 
proved its inadequacy. Perhaps a return 
to slower but safer methods will prove 
more adequate. Panaceas have failed, 
but there need be no fear of impending 
ruin. With the use of a little more com- 
mon sense and less untried theories the 
nation’s recovery can be anticipated. 

GEorRGE E. ANDERSON 
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THE WASHINGTON HERALD, ON MARCH 7, CARRIED THE FOLLOWING RE- 

PORT OF AN INTERESTING EXCHANGE OF VIEWS AT ONE OF THE GROUP 

MEETINGS DURING THE RECENT N.R.A. CODE CONFERENCE AT WASHING- 

TON. THE NEWSPAPER ACCOUNT OF THE OCCASION IS REPRODUCED HERE 
WITHOUT CHANGE 


N.R.A. Will Seek U. S. Loans 
For Code Signers 


Movement Launched to Aid Small Businesses 
Unable to Obtain Banking Credit 


y reply to protests from business men 
that they are doomed unless the 
Government sees to it that they are ad- 
vanced new’ credit, the N.R.A. at its 
code conference on small business yes- 
terday sounded out code authorities as 
to the feasibility of Government enter- 
ing the private banking field to save 
them. 

And when a banker witness answered 
that bankers were only refusing to lend 
the needed cash in cases where they saw 
no hope of getting it back, Divisional 
Administrator Armin W. Riley sug- 
gested taking bank hoards. 


SIGNIFICANT REJOINDERS 


HE gave him these highly significant 
rejoinders: 

Riley—“ Don’t you think that with, 
admittedly, the banks full of money and 
these small businesses facing the bread 
line they’ll find a way to get it?” 

Witness—“ Thatisa serious thought.” 

Riley—“ Oh, I don’t mean with a gun. 
There are other ways. For instance, 
couldn’t it be taxed?” 

Witness—“Oh, yes, you could tax it 
out and give it to em, but that would be 
charity, not credit.” 

The suggestion of Riley, the chairman 
of the code conference on small busi- 
nesses, comes in the midst of a campaign 
of the Administration to force private 
bankers to loosen credit and lower in- 
terest rates under threat of Government 
operation, for it is known the President 
feels the stoppage of loans is one of the 
chief perils to his recovery program and 
must be broken. 


NORTH DAKOTAN TESTIFIES 
FRED P. MANN, SR., member of the 


President’s Review Advisory Board | 


from Devil’s Lake, N. D., testified: 

“There is not one place in the United | 
States where I can obtain money to | 
operate my business today. This is | 
typical of what all small firms are up | 
against.” 

A. P. Haake, of the furniture code 
authority, said he could think of an in- 
dustry where “between 500 and 1,000 
units are ready to fold up because they 
can not get cash.” 

David Owens, Charlotte, N. C., presi- | 
dent of the National Retail Dry Goods 
Association, and code authority mem- 
bers declared that many thousands of 
small merchants face ruin unless they 


can obtain credit relief, because their 
resources have been exhausted while ad- 
vancing wages 25 per cent in line with 
the codes. 

P. B. Doty, president of the First Na- 
tional Bank of Beaumont, Texas, who 
later was quizzed by Divisional Ad- 
ministrator Riley on the taxing proposi- 
tion, said his bank had $7,000,000 to 
lend to anybody who could convince 
him it would be repaid, but that con- 
vincing collateral was lacking. 


RECOMMENDATIONS PLANNED 


W. E. DUNN, N.R.A.’s liaison officer 
with the R.F.C., who has been inves- 
tigating the possibility of direct loans to 
industry, said some sort of recommen- 
dations would be made by the N.R.A. 
for “the greatest good of the greatest 
number.” 
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Each of your Directors 


will be more valuable to your bank if 
he reads regularly what the JouRNAL 
publishes on eurrent banking devel- 
opments. For only a dollar or so a 
month your bank can place a group 
subscription for the key members of 
your board. Let us tell you more 
about this group plan. 


Travel 


The JOURNAL Asked the Writer to Describe 
Briefly the Operation of a Travel Bureau 


To the Journa.: 


HE travel department of the 

Fidelity Union Trust Company 

was started on September 1, 1930. 
At that time a young man was taken 
in from one of the local travel agencies 
and put in charge of this work. The 
initial expense of getting organized 
was very little, since the department 
started as a part of the foreign depart- 
ment and even now occupies a section 
of their office space. 

In the formative stages of a travel 
department the chief concern should be 
the man or woman that is selected to 
manage the work. The travel business, 


like any other, is specialized and takes 
experience. The man or woman that 
is selected should have a pleasing 
personality and be the kind of a per- 
son the bank’s customers will like; 
second, he should know the business, 
and, third, he should have contacts 
with the travel lines and agencies. 
This last is very important, because 
often by knowing the proper person 
at headquarters he will assure the best 
possible service for the bank’s cus- 
tomers. 

With the right man or woman 
heading the travel department, what 
chance has the average bank of secur- 
ing business, and what are the possi- 


bilities for profit? In the case of the 
Fidelity Union Trust Company the 
record, in the face of most adverse 
conditions, is a very creditable one. 
Beginning with the first four months 
of operation, the travel department 
showed a turnover of $10,880.59 and 
earnings of $768.03. In 1931, on a turn- 
over of $150,000 and 509 bookings, the 
earnings were $10,537. In 1932, on a 
turnover of $124,017 and 735 bookings, 
the earnings were $10,196. In 1933, on 
a turnover of $112,367 and 875 book- 
ings, the earnings were $8,691. 

The interesting thing about this is 
the fact that on a steadily mounting 
list of bookings there has been a 


It becomes increasingly easy for the general public to follow in the footsteps 
of famous travelers. Left, Theodore Roosevelt in Africa. Right, Colonel 


Lindbergh in Copenhagen 
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It is true that on the whole the people who 
travel are substantial, worthwhile citizens. If 
they are pleased by the way the bank’s travel 
department treats them they will in all prob- 
ability use other services that the bank offers. 
In most cases, of course, the travel customers 


are already customers of some other depart- 
ment, but here again, if they are well treated 
they will tell their friends, who in turn 
will use the bank’s travel facilities and by so 
doing make a contact with the company 
which might very possibly become valuable. 


decrease in turnover and earnings. In 
this regard it is well to quote from 
the report of the travel manager to the 
bank’s president at the end of 1933: 

‘The decrease is due primarily to 
adverse travel conditions, and particu- 
larly to a decrease in rates for all modes 
of travel, which reflects itself in our 
commissions. 

‘I would also like to point out that 
although there was a substantial de- 
crease in earnings for the first six 
months of 1933, the last six months 
showed a small increase over last year. 
This might lead us to believe that 
conditions are gradually improving. 

‘‘A comparison of the general ex- 
penses in the operation of this depart- 
ment (travel) showed a total of $495 
as compared to $802 of last year. 
This, of course, is exclusive of salaries. 

“Travel this year has had many 


setbacks, chief of which has been the 
drop in the value of the American 
dollar, which has practically forced a 
halt to European business. Then, again, 
the bank holiday, conditions in Ha- 
vana and the unsettled business con- 
ditions have all contributed their 
share to the unsettlement.”’ 

Most of the travel literature that is 
used is supplied free of charge by the 
various steamship, railroad and air 
lines. In addition to the regular dis- 
tribution of this material, the Fidelity 
Union has run a small newspaper 
advertisement each week in the travel 
section of one of the Sunday news- 
papers. The copy for this advertise- 
ment is changed each week and the 
latest cruises, rates and other informa- 
tion are given. Occasionally mailing 
pieces of various kinds are sent out to 
our customers or to selected lists. The 


cost of this advertising is about $1,000 
per year, which is adequate. In addi- 
tion, the manager of the department 
secures speaking and moving picture 
engagements with local societies for 
representatives of the various lines. 
At such times he meets and talks with 
prospective travelers who very often 
secure their accommodations from him 
later. It can thus be seen that the pub- 
licity value of a travel department 
should always be considered when 
plans are being made by a bank to put 
one into operation. Aside from the 
earning capacity of such a depart- 
ment, which at best can not be very 
great, there is an immense amount 
of good will that it should and 
will make. 

H. B. MacApams 
Fidelity Union Trust Co. 
Newark, N. J. 


In the ever widening means of transportation, bank travel bureaus have a 
good opportunity to serve their important customers. This drawing of the 
Chinese Wall appears in the book describing William H. Seward’s trip 


around the world in the early 1870's 
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By W. R. MOREHOUSE 


Identification at the Counter 


Addressing himself to bank 
employees, Mr. Morehouse 
suggests a possible public 
relations talk on a specific 
banking problem—the 


identification of strangers 


S you have observed, more people 
A complain because they are un- 
able to satisfy the bank as to 
their identity than for any other rea- 
son. I hope that each of you will vol- 
untarily assume the responsibility of 
doing his part to reduce the number 
of these complaints. Of course, you 
can’t always grant the favors asked by 
persons unknown to you, but you can 
decline in such a way as to convince 
persons requesting accommodations 
that you sympathize with them and 
would gladly comply if it were good 
banking to do so. 

First of all, I am requesting that 
you do not aggravate the situation by 
assuming an indifferent, cold-blooded 
attitude in handling these cases. Take 
the stranger who is only slightly dis- 
appointed in not receiving a favor at 
your hands. You can make matters 
worse and arouse his resentment if 
you treat him in an indifferent manner. 
On the other hand, if you show him 
every courtesy and consideration his 
disappointment is quickly overshad- 
owed by the treatment accorded him. 
Of course, there are a few of the un- 
reasonable type whom you can't please. 
The least you can do is to try to satisfy 
them, and if you fail, at least it can’t 
be said you didn’t try to help them. 

I am not suggesting that you should 
cash checks for persons who are total 
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strangers and whose responsibility has 
not been established, but I am recom- 
mending that you make an effort to 
retain the friendship of such persons 
although you are not justified in com- 
plying with their requests in all cases. 
This you can do in a majority of cases 
if you will but show an interest in 
each case and suggest one or more ways 
whereby the bank’s requirements can 
be met. 

But someone raises a question, and 
it is a good one for us to consider. It 
is this—as these complainants are all 
strangers why are we under any obli- 
gation to accommodate them? 

The stranger holds the key to the 
future increase in the number of our 
bank depositors. Depositors die or 
move away, or they close their ac- 
counts for other reasons. Some closures 


“If you will review 
the new accounts 
opened daily by 
this bank you will 
find a surprisingly 
large per cent were 
opened by persons 
who were stran- 
gers to us at the 
time they applied 
to open their 
accounts” 


are permanent, others temporary. Con- 
sequently, banks are continuously con- 
fronted with many vacancies in the 
ranks of their depositors. These must 
be filled if our bank is to grow in the 
number of customers. As I see it, there 
is just one principal source from which 
this bank can obtain replacements. 
It is from those who are strangers. 

I am just as confident as I am stand- 
ing here, that if we will get down to 
business and make as favorable an im- 
pression on strangers whom we meet as 
we possibly can, we can reduce the 
number of protests coming from this 
source by at least 50 per cent, and 
increase the number of our depositors. 

The responsibility is ours. We meet 
the public. This responsibility can’t be 
shifted to the shoulders of others if we 
are to discharge our duty to this bank. 
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Perhaps you haven't thought much 
about it, but the stranger does resent 
being shown the slight consideration 
sometimes accorded persons not having 
accounts. He may even become openly 
rebellious when put through a vigor- 
ous questioning as to his identification, 
and, if pressed too hard, he may even 
give expression to his feelings by ask- 
ing you point blank if you consider 
him to be dishonest. 


It seems to me that our slogan points 
the way to a sure solution of our 


problem: ‘‘The spirit in which we 
render a service is as important as the 
skill with which we do it.’’ It may 
be that the author of this slogan had 
in mind the identification of strangers 
when he formulated it. In any event, it 
fits the case. 

Perhaps you will think I am too en- 
thusiastic about the stranger and his 
value to this bank when I say that at 
least 90 per cent of strangers are trust- 
worthy and would not intentionally 
cause you to lose one cent. 

I know what some of you are saying 
in answer to that. It’s, ‘“Yes, I'll be 
reasonable, but I'll also keep my eyes 
open and not be fooled on a forgery.” 

Keep your eyes open and be courte- 
ous, considerate and helpful, and I 
promise you that you will make many 
friends for this bank from among those 
who are strangers. 

As a rule, strangers are sincere in 
believing that whatever evidence they 
offer you in order to identify them- 
Selves is positive and adequate. Their 
estimate of what constitutes sufficient 


Unfortunately a bank teller is 
at a great disadvantage when a 
Stranger appears on the other 
side of the counter. Although 
the stranger knows all about 
himself, the teller knows nothing 
about him. A new face makes, at 
best, a very indistinct impression 
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identification is different from yours. 
Theirs is based on what they have 
been told is ample identification. Yours 
is based on experiences with many cus- 
tomers, in which you have suffered 
an occasional loss. 


FOR EXAMPLE— 


TAKE the stranger who presents a 
check drawn on your bank, made 
payable to him. If you decline to cash 
it because he is unknown to you he 
will explain that, when the check was 
given to him by your depositor, he 
raised the question of his identifica- 
tion, and your depositor told him that 
all he had to do was to go to the bank 
on which the check was drawn, and 
he would be given the money without 
any formality. After this assurance on 
the part of one of your depositors, he 
finds that he must identify himself. 
Under the circumstances it is to be ex- 
pected that he will become provoked 
by your refusal to hand him out the 
money until you have questioned him 
further. 

Consider the stranger who offers to 
identify himself through his lodge 
card, driver’s license or his business 
card. If he didn’t feel that these were 
adequate identification, he wouldn't 
have submitted them. That is why he 
registers great surprise when you de- 
cline to accept them. The thing he 
can’t understand is why you refuse 
to accept them, in view of the fact 
that he has used the same credentials 
for years in identifying himself at 
stores and in various transactions, and 


not once has the question of their 
adequacy been raised. 

A good rule for you to adopt is never 
to tell a stranger who submits his 
lodge card or similar credential that 
his means of identification are not 
good. If you do, you are confronted 
with an argument. This is because the 
stranger is convinced that you are un- 
accommodating, and that you are us- 
ing the inadequacy of his credentials 
as an excuse for not obliging him by 
granting his request. 

Although not all bankers will admit 
it, the facts are that of the means of 
identification acceptable to banks, 
hardly any are positive identification. 
Even the personal introduction of a 
stranger to you by one of your own 
customers may be absolutely worthless. 
The reason for this is that there are 
many customers who are willing to 
introduce to their bank any person 
whom they have met casually and 
about whom they know practically 
nothing. You know by experience that 
this is being done every day in the 
average bank. And you know as well 
as I do that if 90 per cent of the people 
were not honest you would have some 
heavy losses. 

I am recommending that you be very 
considerate of strangers who place all 
of their credentials face up on the 
counterledge in front of you in an effort 
to satisfy you as to who they are. 
Cooperate with them to the fullest 
extent, and you will be surprised at 
the large number of strangers you will 
be able to identify, whom ordinarily 
you would turn away. Make their 
identification a 50-50 proposition. 
This means that you will make just 
as earnest an effort to establish their 
identity as they make to satisfy you 
as to who they are. 
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; OF BABEL, one of the most famous public works 
of history, was undertaken by the citizens of Babylonia shortly 
after the Great Flood. 


THE plan was to build a tower to the sky. 


WORK progressed fairly well, says the Book of Genesis, until 
everyone began talking a different language. Naturally under 
these circumstances there was a great deal of confusion and 
finally the whole enterprise had to be dropped. 


IT would be an exaggeration to say that events today recall the 
predicament of the Tower builders, but there is no doubt 
about the fact that an unusual degree of confusion exists among 
those who would solve our economic problems. 


THE JOURNAL is Living History, and the only language it speaks 
is that of bank and business executives. 
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CONVENTION 
CALENDAR (1934) 


. A. B. A. Meetings 


16-18 Spring Meeting of Executive 
Council, New Arlington Hotel, 
Hot Springs, Arkansas. 

A. I. B. Convention, Washington, 
D.C. 

A.B. A. Convention, Washington, 


BD: 
State Associations 


. 20-21 New Mexico Bankers Associa- 
tion, Albuquerque. 

Louisiana Bankers Association, 
Alexandria. 

North Carolina Bankers Asso- 
ciation, Pinehurst. 
Arkansas Bankers 
Little Rock. 
Oklahoma Bankers 
Tulsa. 

Tennessee Bankers 
Knoxville. 
Mississippi Bankers Association. 
Missouri Bankers Association, 
Excelsior Springs. 
Texas Bankers 
Dallas. 

Alabama _ Bankers 
Birmingham. 
Kansas_ Bankers 
Wichita. 

New Jersey Bankers Association, 
Ambassador Hotel, Atlantic City. 
Illinois Bankers Association, 
Springfield. 

Maryland Bankers Association, 
Southern Hotel, Baltimore. 
California Bankers Association, 
Del Monte. 

Pennsylvania Bankers Associa- 
tion, Atlantic City, N. J. 
Georgia Bankers Association, 
Albany. 

District of Columbia Bankers 
Association, White Sulphur 
Springs, West Virginia. 

Virginia Bankers Association, 
Virginia Beach. 

Massachusetts Bankers Associa- 
tion, New Ocean House, Swamp- 
scott. 

West Virginia Bankers Associa- 
tion, White Sulphur Springs. 
New York Bankers Association, 
Saranac Inn, Upper Saranac. 
Minnesota Bankers Association, 
St. Paul. 

Colorado Bankers Association, 
Hotel Antlers, Colorado Springs. 
Iowa Bankers Association. 
Wisconsin Bankers Association, 
Milwaukee. 

Michigan Bankers Association, 
Grand Rapids. 

North Dakota Bankers Associa- 
tion & South Dakota Bankers 
Association (joint convention), 
Deadwood, S. D. 

Montana Bankers Association, 
Canyon, Yellowstone Park. 


23-24 


Association, 
Association, 


Association, 


Association, 
Association, 


Association, 


May 21-22 
May 22 

May 23-25 
May 23-25 
May 24-25 


May 28-30 


Tune 


June 


June 8-9 

June 11-12 
June 12-13 
June 15-16 


June 18-20 
June 19-20 


June 20-22 


July 2-4 


July 20-21 


Other Financial 


Apr. 26-30 Bankers Association of Mexico, 
Mexico City. 


May 16-18 National Association of Mutual 
Savings Banks, Waldorf-Astoria, 
New York, N. Y. 
Financial Advertisers 
tion, Hotel Statler, 
N. 

Morris Plan Bankers Association, 
Westchester Country Club, Rye, 
N. 


Associa- 
Buffalo, 


Sept. 10-13 


Sept. 17-19 


“WEE -HAw!” 


NOVEMBER 
ELECTION 
1932 


DUFFY IN THE BALTIMORE SUN 


The Chief Climber Doesn’t 
Want to Come Down 


That Isn’t What He Thought 
He Was Letting In 
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The Gold Standard 


A Letter from a Young Banker Who 
Has Not Kept Up on His Reading 


To the JOURNAL: 


ONSIDERING how recently I left 
school I ought not to be muddled 
already in my economics, but the gold 
standard has muddled me, or Secretary 
Morgenthau is muddled, or maybe the 
gold standard itself is. I don’t know. 

I am told our 1934 model, stream- 
lined gold standard will not last. That, 
I feel, may be the secret of its impregna- 
bility. For the first time in history 
people are boasting about a standard 
that won’t last. Heretofore every coun- 
try, every statesman, has been bragging 
about its endurance, and about staying 
on it—and then in a few weeks they 
went off it. When they went off, which 
I was always taught meant national 
bankruptcy, they were “saved”? and 
became solvent. How can ruin mean 
salvation? 

The distinguishing feature of our 
new gold standard, it seems to me, is 
unwillingness to pay out gold. The 
metal is taboo, unless it’s in the Treas- 
ury. Having got it all in there, the 
Government trusts nobody with it, 
yet everybody still trusts the Govern- 
ment. I have always been taught that 
the proof of the gold standard was 
willingness to pay out gold, even 
though the Government had to reborrow 
it so as to pay it out again. Now, under 
our new regulations, we can’t have gold 
certificates, which don’t mean anything 
anyway, and we can’t possess more than 
four $2.50 gold pieces at one time. These 
coins are rare and no longer minted and, 


if you have one and pass it on a store- 
keeper and ask for change, he acts 


scared and says he hasn’t any change. 


What does this mean? 

Apparently all through the ages no- 
body ever learned anything by the 
propensity of gold and silver money 
to run out on you. Then the brain 
trusters came along with a simple 
solution, which was, LET IT. After a 
while, they said, nobody will miss it. 
Yet, while they were letting it, they 
took good care that when it disappeared 
it all went to Washington. Today we 
don’t miss our gold money, but it 
puzzles me to see that the Government 
keeps trying to remind us about it. 
Not only that, but it keeps telling us 
we can’t have it except for a lawful 
purpose, knowing very well we can’t 
think of a lawful purpose for there isn’t 
any. 

It must worry the Government a lot 
to have all that good gold money, 
with the people holding all the other 
kind. What if the people forgot about 
the gold coin some day and the Gov- 
ernment tried to spend it in a hurry? 
Could they? 

What I want to know is whether this 
gold standard stuff is all the bunk. In 
the East Indies they never had any 
trouble with chamgos, zimbis, bonges 
or porcelanes; the Fijians had perfectly 
stable whale’s teeth. They were white 
and red (the whale’s teeth, not the 
Fijians) with one color, I forget which, 
being subsidiary or token money. The 
Egyptians had their good old scarabei 


currency. In 1521 cacao nuts circulated © 
freely in Caracas, Venezuela, and in © 
1618 tobacco was legal tender in Vir- | 
ginia, 100 lbs. of it being convertible — 
on demand into one wife. Wives have 
undergone considerable deflation since 
then. 

Now take paper money. (From now 
on I would be very careful about taking ~ 
paper money.) That idea was invented 
by the emperors of China, one hundred 
years before the Christian era, when 
the whole world was non-Aryan. The 
Great Khan, says Sir John Maunde- 
ville, who traveled in Tartary in the 
14th century, was the original inflation- 
ist, who would make Senator Thomas 
look sick. In the country of the Khan, 
says Sir John, “thei make no Money 
nouther of Gold nor of Sylver” but of 
“‘papyre.” This system, he said, enabled 
the Khan to “despende ynow, and 
outrageously.” 

James II wanted to make pewter 
crowns circulate in place of silver ones. 
On the principle that anything was good 
enough for the Irish, he devised an 
Irish currency made of old guns, broken 
church bells, waste copper, brass, pew- 
ter, kitchen sinks and slop pails, this 
mess being coined into the famous gar- 
boon money which marked the begin- 
ning of the Irish Question. Doesn’t this 
show the advantages of having no cur- 
rency, if you have to manage it or, if 
you have it, of placing it under glass 
somewhere so people can look at it 
without getting the feel of it? Feel would 
seem to be fatal 
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